‘ial a! 


Soak 


ae | 
—~—— 


w.3 ge > ie 


A 


\ eee = = 
%, ie > 





+ pe 


ae 


GAL oah ES 4 





THE OUTLOOK 


Congress Again—Railroad Rates and Wages—Foreign Exchange—The Conference at Washing- 
ton—Credit Conditions—The Market Prospect 


ery in trade and industry made during September 


and October have generally not been well maintained 
during the month of November and from present indi- 
cations it is likely that the recession in activity will continue 
An air of hesitancy 
is manifest among buyers, the general desire being to with- 


over into the full month of December. 


hold purchases so far as possible until the year-end balancing 
of books affords a clearer idea of the inventory situation. 
Wholesale and jobbing trade reflect this uncertain feeling 
whereas the volume of retail trade continues to rise moderately 
under the impetus of holiday buying. The basic industries 
have particularly suffered under the recent decline in demand. 
Additionally, signs of irregularity are noted in a number 
of secondary industries. Of more favorable significance is 
the general easing in credit conditions as reflected by the 
broad advance in investment securities. Foreign exchange 
rates have also been considerably stronger. Fundamental 
cenditions are slowly improving and while there will un- 
doubtedly be recurrences of periods of relative inactivity like 
the present, it is not to be doubted that the general trend 
still points upward. 
* 8 # 


N December 5, Congress opens a new 
THE session, after a brief holiday which 
OPENING has extended since the evening of Novem- 
OF CONGRESS 1. 23. The new session is really nothing 
more than a resumption of the old one, the latter having been 
thrown open to all kinds of legislation, so that it was in effect 
“special” only in name. It is, therefore, clear that the first 
work of Congress will be that of taking up the unfinished 
business of the last session. This includes the railroad fund- 
ing bill, the international debt funding bill, measures affect- 
ing the banking system, and a variety of others. 
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The tariff is, of course, looked upon as, in a sense, the 
leading issue still to be disposed of. Its present status is 
that of a measure which has passed the House and has been 
referred to a Senate Committee. Little progress has, how- 
ever, been made in the Finance Committee and it is now 
planned to resume hearings in the near future. That Presi- 
dent Harding will take strong ground with respect to the 
tariff is understood, but it is believed that he will oppose 
some of the especially objectionable features of the present 
bill, among them that which provides for American valua- 
tion of dutiable articles. 

The President is also expected, in his opening message 
and later, to urge the establishment of a new programme of 
aid for American vessels. It is understood that the new 
appropriation bills are to be framed in accordance with the 
budget system which has been installed by the administra- 
All this makes a rather elaborate 
programme and promises a hard working session of Congress. 
There has been little indication of improvement of feeling or 
of development of greater unanimity on economic and financial 
subjects among our national legislators. This condition sug- 
gests that the session will be a lengthy and tedious struggle 
between conflicting groups in which success will be attained 
largely through the expression of public opinion. 


tion during the summer. 


* * & 
AN INVESTI- HE announcement of the Interstate 
GATION OF 
RAILROAD 
RATES 


railroad rates was probably an inevitable outcome of the 


Commerce Commission made public 
on November 30, that 


immediately initiate a general inquiry into 


it would almost 


controversy that has been raging for a long time past with 
reference to this subject. The situation grows out of the 


as fixed about fifteen months ago by the 
147 


fact that rates, 





Commission itself, were manifestly far too high, while their 
high level has been aggravated by the great changes in prices 
which have occurred since then. The difficult revenue posi- 
tion of the roads, growing out of their excessively high wage 
bills, has prevented a revision which would otherwise un- 
doubtedly have occurred long ago, from taking place. The 
only modification of this statement is found in the fact that, 
through voluntary action on the part of various réads, reduc- 
tions cn specific commodities*have occurred, so that the rate 
structure is now better adjusted internally, and probably 
rather lower on the whole than it was a year ago. 

Still, there is much to be done, and the Commission’s work 
may result in popularizing the idea of railroad rate revision 
to an extent that will permit reductions of rates to occur with 
an understanding that the roads must, at the same time, be 
allowed to effect economies in working expenses. Of course, 
this means that they must be allowed to reduce their wage 
bills should circumstances indicate that such action is de- 
manded. Doubtless with a view to anticipating any such step, 
the railroad brotherhoods have already filed notice of a 
demand for higher wages. This demand is quite evidently 
chiefly a basis for discussion or bargaining and must be so 
treated. The outcome of the Commission’s hearing ought 
to be action in concert with the railroad Labor Board which 
will result in putting both the rates and the expenses of the 
lines upon a very much more equitable basis so far as the 
shipper is concerned, as well as one which will permit the 
maintenance of adequate revenue. 


e* + 


S a result of the negotiations between 
THE the German authorities and the 
EXCHANGE British Government, exchange and inter- 
SITUATION national conditions have apparently ap- 
proached a more or less critical stage. The effect of the 
decline of the mark and general turmoil on European ex- 
changes has undoubtedly been heightened by the fact that 
Germany has accumulated so little in the way of a balance 
with which to meet her reparations payment falling due early 
next year. British authorities seem inclined to the view that 
a “crisis” is due soon after the date set for the payment of 
the next installment of the reparations. Meantime there is 
a going to and fro between London and Berlin to determine 
the most feasible plan of action. 

There is no question, as these columns have for so long 
maintained, that a drastic revision of the reparations plan is 
essential if there is to be a sound basis for international trade. 
It is very likely that the next three months will see an im- 
portant departure of policy with regard to the - reparations 
plan and quite probably a correction of the present evils 
inherent in exchange and trade. I/ndeed, some definite 
measures are now manifestly essential, as otherwise the con- 
tinuance of international trade upon an adequate and perma- 
nent basis is almost out of the question. 


HE early progress which was apparent- 
uk ime > ly ae made v oe 4 Conference 
colinmines uring the first week of its history has now 

naturally given place to a slower and more 
dificult kind of work. It is always easy to agree upon 
general principles especially where these are aimed at the 
attainment of some ideal end but much more difficult to 
carry them into effect, particularly when they present obstacles 
of practical application. With reference to naval limitation, 
the principal difficulty thus far encountered has been found 
in the reluctance of Japan to accept so low a ratio of naval 
strength as was embodied in the programme popularly re- 
ferred to as the “‘Five-five-three’’ proposal of Secretary 
Hughes. 

Japan, in short, desires to have a navy whose strength 
shall be approximately 70% of that of.the United States or 
of Great Britain. As to how this demand will be treated, it 
is still impossible to make positive prediction. Pacific ques- 
tions which have been presented in urgent form offer an 
equally knotty problem. Those thus far considered have 
included the vexed issues of ex-territoriality, foreign postal 
control in China, Chinese tariff rates, and others of a similar 
kind. There are still to be disposed of the problem of spheres 
of influence, and the general position of Japan on the main- 


land of Asia. 


PROGRESS OF 


* + 


OSSIBLY the most outstanding fea- 
ture in domestic business and finance 
AND during the past two weeks has been the 
CREDIT continued easing of the credit situation and 
the development of more abundant supplies of money and 
credit. The action of Federal reserve banks in cutting 
their rates to 447% in the eastern districts has been shown 
by experience to have been the result rather than the cause 
of relief from stringency. As the farm population has 
realized on its crop, it has been able to settle obligations at 
banks and thus a considerable part of the frozen loans, so 
much talked of during the summer, has been disposed of. 
The result has been to cut down the obligations of reserve 
banks, as well as their holdings of paper. Funds have 
flowed to the cities in an increasing volume, and the out- 
come has been to bring about a very substantial accumula- 
tion of money at strategic points. 
ss * 

RICES continue to reflect the steadily 

improving railroad and industrial situ- 
MARKET ation, new evidence of which comes to hand 
PROSPECT almost daily. The December investment 
demand is assuming tremendous proportions, indicating a sur- 
prising amount of funds available for investment. Consider- 
ing the extent of the previous shrinkage, prices are still low. 
This is an important factor in the stability of the market, 
besides giving a degree of assurance that the long trend will 
continue upward. 


BUSINESS 


THE 








Oo” Investment and Business Service not only presents a weekly summary of the 
changes in numerous industries, but calls attention to important changes in the 
trend of securities. We issue Special Letters whenever these changes occur. 
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Adolph Lewisohn Discusses Copper 


Tells What Caused Stagnation—How Long Will Recovery Take?—Mr. Lewisohn on “What to 


Invest in Today” 


Interview by FRANCES FISHER DUBUC 


prosperity,” said Adolph Lewisohn 
when I asked him for an expres- 

n of opinion on the vast industry of 
ich he is an outstanding figure. 

This statement coming from one’s next 
wr neighbor, fellow club member or 
siness acquaintance, might carry but 
tle weight. Made by the President of 

Miami Copper Company, who is also 
e-president and director of many cor- 
rations connected with the leading min- 

and metal industries, however, such 

assertion becomes at once 
mely and of widespread in- 
rest 

Mr. Lewisohn,  aithough 
elonging to that group of 
‘table financiers contempo- 
neous with the elder Mor- 
an bankers of a past genera- 
ion, is still actively identified 
vith the world of finance. His 
enefactions and contributions 
) art and science have made 
is name internationally known 
lso as a philanthropist and 
ponsor of scores of nation- 
ide progressive movements 
1r social betterment. 


i On stands for progress and 


Improvement Likely 


Continuing, he said, “I be- 
eve the copper business is 
kely to improve, Under- 
and, I am not talking now 
out securities, but about the 
etal business. People have 
een buying only what they 
solutely needed. However, 
e business is gradually doing 
etter and Europe, I think, 
ill share in the improved 
ndition, 

“Copper is particularly de- 
rable in these times when 
1el after all is not plentiful 
id electrical expansion is pro- 
irtionally large. For power 
insmission and all the mod- 
n ways of handling things 
pper is being used. With the 
eadily increasing demand for 
pper in domestic commerce 
id for ordinary utilitarian 
irposes, as I have said, the 
dustry should be stabilized within a rea- 
mable time. 

“How long do I think it will take?” 
peating my question; “I do not know. 
he demand is good and the surplus is 
adually being cut down. I cannot 
rophesy with any degree of accuracy the 
ngth of time. It would be a mistake to 
tate the time because the return to normal 
mditions depends largely upon general 
ircumstances and I prefer to leave the 
1estion in a general way. There is no 
nefit in predictions,” he added succinctly. 


Causes of the Recent Stagnation 
“The recent stagnation in the copper 
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market came about,” continued Mr. Lew- 
isohn, “as a direct result of the war 
Throughoyt the war copper was consumed 
in armaments or for other war purposes, 
and of course the demand was large. 
Copper was one of the most important 
articles in carrying on the war. The pro- 
duction increased everywhere. When the 
war ended there was no such demand and 
as a result there was overproduction, 
whereas before, on account of the demand, 
everything had adjusted itself to the larger 
consumption. 


ADOLPH LEWISOHN 


Who came to this country from Hamburg fifty years ago 
and has been an outstanding figure in the development of 
the American copper industry since that time. 
sohn looks for a gradual improvement in copper trade 
conditions. 


“When hostilities ceased, not only that 
part of our copper which was used for 
war purposes was not needed, but every 
country, even Germany, had a certain 
amount of copper on hand. They had 
never known with certainty, when the war 
would be over and therefore they had 
stocked up against further demands for 
copper. Buying ceased when the armistice 
was declared and every government had 
copper for sale. 

“In addition to this there was also the 
old metal which was found and picked up 
and augmented materially the supply on 
the market; the supply far exceeded the 
demand and the price kept going down. 








“Since 1914 and during the war costs 
have advanced very much and the cost at 
most of the mines was higher; some of 
the mines had to shut down in order not 
to sell at a loss. A few of the mines 
which could produce cheaply, the Miami 
Copper Company among them, went on 
just the same and continued to produce 
because their costs were low. 


Conditions Approaching Normal 


“As I said before, things are now getting 
to a normal state because considerable 
inroads are being made in the 
unsold copper surplus. Tak- 
ing the industry as a whole, 
it is in a good condition now 
and in a more secure position 
than a year ago.” 


Says Business Improving 
Generally 


At this point the subject of 
general business quite natural- 
ly arose and a discussion of 
the topic uppermost in every 
mind—the Disarmament Con- 
ference. “Business in general 
is gradually improving,” Mr. 
Lewisohn declared. 

“We cannot expect the de- 
mand in Germany to be very 
good, however, on account of 
the reparations. If there could 
be some adjustment so that the 
Germans could buy their raw 
material the country would be 
in better condition economical- 
ly.” 

At this juncture I showed 
Mr. Lewisohn a recent dis- 
patch from a former war cor- 
respondent now in Germany 
which has been widely pub- 
lished, both in this country 
and abroad, reading “Germans 
warned. of the end of the boom, 
etc.”; and I remarked that the 
writer seemed to be summing 
up the situation in Germany 
pretty clearly. Mr. Lewisohn 
read the dispatch and said: “I 


Mr. Lewi- do not think the newspaper 


correspondent js justified in his 
comments. Germany will get 
.along despite the reparations. I 
believe, however, that it would be to our 
interest, from an economic standpoint, that 
more time be given for the payments so 
that the government will not have to pay 
such a large amount of gold at the present 
time. It is just as bad for the other na- 
tions to have their buying power stopped. 

“If it could be arranged to have a let- 
up on reparations, exchange would go 
better. However, as long as they have to 
procure a large amount of gold, the money 
they have will go down and as it goes 
déwn it will cost them just so much more 
to get their raw materials which is not 
a very good state of affairs. 


(Continued on page 214) 
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What Will Follow the Rise in Bonds? 


Why an Advance in Other Classes of Securities is Bound to Follow 


UST as spring, summer, autumn and 

winter follow each other in regular 

succession, so a rise in second grade 
bonds, preferred stocks and investment 
common stocks must inevitably follow the 
important rise in the bond market which 
is now under way. It has always been so 
and time will not change the working out 
of this economic law. 

The flow of money from 
commodities, securities and other sources 
into the reservoir of the banks; from the 
banks into business channels when it is 
so required; from business back into the 
banks again when commercial demands 
lessen; then from the banks into bonds 
and other securities, forms a series of 
movements which the investor might well 
consider. Upon his thorough  under- 
standing of these money swings, his suc- 
cess will very often be based. 

To the layman the money market, as a 
subject for discussion, is as dry as a 
chip, and the reason is that most money 
articles are over the layman’s head. So I 
propose, in endeavoring to explain, briefly, 
a few phases in the flow of money, to il- 
lustrate in a way that no one can fail to 
understand. 


The Flow of Money 


As the graph herewith shows, the Sup- 
ply of Money has been gradually filling 
the reservoir of Business Requirements 
until it has overflowed into the tank 
marked Bonds. When this flow began, 
the indicator at the side of the tank 
showed that more than 8% was being paid 
for the use of this money, but as this 
Bond tank gradually filled, the rate de- 
creased until now it is a little more than 
5%. As the level in the Bond tank rises 
further, there will be an overflow into 
Preferred Stocks and other - securities of 
a higher grade than Common Stocks and 
a lower grade than Bonds. A _ similar 
flow will gradually affect the prices and 
yields on investment common stocks until 


liquidated 


By RICHARD D. WYCKOFF 


they, tco, return a comparatively small 
incpme. 

My readers will please remember that 
this is a very rough illustratien and that 
while engineers and laymen may pick 
flaws in my demonstrating apparatus, the 
thing I am trying to do is to explain in 
pictures what is not so easily made clear 
in words, 

The law of supply and demand 
out here: an increase in the supply of 
money is immediately adjusted by a cor- 
responding demand for investment securi- 
ties—the mediums through which money 
is put to work and made to pay an income. 

Funds available for security 
market purposes when there is an excess 
of supply over ordinary business require- 
ments.’ When business is good and mer- 
chants and manufacturers require funds 
for the conduct of their stores and fac- 
tories, the supply of money for security 
purposes is thereby reduced. As business 
becomes more and more active, especially 
if accompanied by a rise in commodity 
prices, the greater the demands on the 
banks, and the less money there is avail- 
able for the purchase of bonds and stocks. 

An instance of this was witnessed in the 
fall of 1919 when the volume of business 
rose to such a height that it absorbed all 
available funds and resulted in a highly 
congested banking situation. As credit 
conditions became more and more 
stringent, people were obliged to sell their 
securities in order to sustain their busi- 
ness enterprises with the necessary cash 
resources. It was this situation which 
led to the bear market of 1920-1921. 

As business conditions were at low ebb 
during the summer of 1921, the banks 
which had called in their loans found 
their reserves growing larger and larger. 
Being forced to put their funds to work, 
they began to absorb investment securities, 
which could then be had at the yields run- 
As business receded, 


works 


become 


ning from 7 to 8%. 


and inventories were turned int 
money, and business men began to come 
into the bond market in order to retain 
the earning power of the funds they had 
thereby accumulated. From these and 
various other sources, the bond market 
received its initial impulse, and the enor- 
mous which are now daily 
occurring, simply illustrate the fact that 
the bond reservoir is being filled; that the 
yield on high grade issues will soon be s 
small that investors will be forced to tak« 
on the lower grades of bonds and notes 
and then preferred stocks in order to 
secure a reasonable return. It will then 
be only a question of time before the 
Preferred “tank” will overflow into com- 
mon stocks of less merit. 

The law is one which works out in a 
simple and natural way, with numerous 
cross currents and eddies which frequently 
and temporarily interrupt the main move 
ment. 

The Preferred Stock tank does not oi 
course remain completely empty, while 
the Bond tank is filling, nor does the 
Common Stock tank wait for the pré 
ferred to be entirely filled. There is al 
ways a certain amount of funds flowing i 
and out of these various markets, supply 
and demand being affected by numerou 
considerations, but always, in the main 
governed by this fundamental law. 

We might, in order to illustrate th 
point more fully, show a _ considerable 
number of tanks with the hydraulics more 
fully worked out; for, as critics will 
doubtless feel called upon to rise and say 
there are some common stocks that are 
better than some bonds, and some pre 
ferred stocks that are very commot 
indeed. 


stocks 


transactions 


Present Position of the Groups 


The interesting part of such a discus 
sion is: At what stage do the present 
bond and stock markets now stand. This 
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may be described as approaching the end 
of the rise in the very highest grades of 
bonds, because some of these issues are 
now returning less than 5% and it 
is only natural that the demand for these 
should thereby be checked to a certain ex- 
tent. To illustrate this point, we submit 
a second graph showing the position of 
these three principal groups of securities 
in their relation to each other, at three im- 
portant stages in the main movement. 

In the first we see the price of Bonds 
approaching the top, with Preferred 


return a year or two from now—issues 
selling in the 60’s, 70’s and 80's, which 
should range from 100 to 130 during 
coming months and years when seasoned 
preferred stocks become comparatively 
scarce. 

Nor does the opportunity end with fhe 
preferred issues. Take your “Investors’ 
Pocket Manual” and look back at some 
of the prices reached by investment stocks 
like American Telephone & Telegraph, 
Consolidated Gas, Delaware & Hudson, 
Union Pacific, and others. To be sure, 
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Stocks and Common Stocks at respective- 
ly lower levels. In the center, we observe 
this movement in a more advanced stage 
wherein Bonds have moved up very little 
more, while Preferred and Common 
Stocks have increased considerably. In 
the last graph we find that bonds have 
reached their theoretical high level, Fre- 
ferred Stocks are beginning to reach 
their highs, while Common Stocks have 
risen away beyond the point where 
the first two ceased to rise. This, 
of course, is due to the fact that bonds 
and preferred stocks carry fixed interest 
rates, while common stocks are generally 
unlimited as to dividend rate. Therefore, 
increases in earning power, and possibili- 
ties of higher dividends, result in specu- 
lative enthusiasm which generates buying 
power, and this carries the prices of 
these common stocks far above the 
levels warranted by their existing divi- 
dend rates. 

Now a word as to how to take advan- 
tage of this situation. First of all, the 
bond buyer should get his location on the 
map by observing the present level of 
bond prices in relation to those which 
existed some time ago. See chart. He 
will find that it is still time to buy many 
bonds; to discriminate so that he may in- 
vest to the greatest advantage. 

Some months ago we advised buying 
many more bonds than one expected to 
hold for permanent investment. The ob+ 
ject was to benefit by the rising prices of 
bonds, and when they reached their proper 
level, to sell those which were bought 
for profit and thereby reduce the cost of 
the permanent holdings. A further ad- 
vantage in such a plan is the increased 
yield on the permanent holdings if the 
profit on those sold be deducted from the 
cost of those held. 

Now the way to profit by the present 
situation, is to begin the accumulation of 
a larger amount of high grade preferred 
stocks than one really intends to keep, for 
what has occurred in bonds will happen 
in preferred stocks. There are lots of 
the latter issues which yield at present 
prices what will be regarded as a big 
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many of these prices were not warranted ; 
they were the result of investment de- 
mand, or over-enthusiasm, or both. These 
conditions are likely to be repeated in 
those mentioned or in others. 


All Classes Affected 


It will be seen from the above that the 
flow of money is an influence which 
directly or indirectly affects the prices of 


all classes of bonds and stocks. Some- 
times, in the case of certain issues, this 
influence is contradictory to the direction 
of the price movement caused by changes 
in earnings or values. In times like the 
present, however, this money influence is 
working in harmony with business condi- 
tions. The latter are improving slowly, 
but the flow of money into the banking 
reservoir has been more rapid than the 
business recovery. That is why the rise 
in bonds has preceded the advance in most 
classes of stocks. 

A broad and rising bond market is the 
best possible foundation for a further ad 
vance in preferred and common stocks, 
for it has investment demand as its base 
The financial community never asks for 
anything better. As this article is printed 
I will have completed a third of a century 
in Wall Street, and the most substantial 
and lasting bull markets that I have wit- 
nessed during that period, have been those 
based on genuine investment demand. 

In spite of the tremendous losses suf- 
fered by the majority of business men 
and investors since 1919, this country and 
its inhabitants are richer by far than ever 
before. Furthermore, it has within its 
boundaries more real investors than ever 
before existed in any one part of the 
world. It is therefore only logical to an- 
ticipate that “more investors with more 
money” will lead to high prices and a 
limited supply of high grade investments 
This would prove a very satisfactory out- 
come for those who now have the judg- 
ment and the foresight to take advantage 
of the present situation. 





The Improvement in Business 


Caldwell Hardy, Richmond Reserve Agent, Summarizes Increase 


of Trade 


by the latest bulletin of the Federal 

Reserve Bank of Richmond, com- 
piled by Caldwell Hardy, Chairman and 
Federal Reserve Agent. Referring to 
the changes registered in October, Mr. 
Hardy says: 

Business during October, 1921, made a 
favorable contrast with business during 
October of last year. At this season in 
1920, trade was depressed and was grow- 
ing more sluggish day by day; but now 
signs point to a gradual awakening in the 
business world. In October, 1920, a crop 
holding movement, especially of cotton, 
was well under way, and only a limited 
quantity was put on the market in the 
face of rapidly falling prices offered for 
a crop that had cost more to raise than 
any previous one. This fall the prices 
have been higher than during the summer 
months and, with a new crop that was 
made very economically, the growers have 
been selling sufficient cotton to meet their 
current debts, and in some cases have 
been making payments on obligations car- 
ried over from last fall. 

With the improved condition of agri- 
culture, banks have been able to liquidate 
some of the frozen loans that have troubled 
them for so many months, and to add to 
their reserves and strengthen their posi- 
tions. 

Debits to Individual Account at banks 
in clearing house cities compare favor- 


f be improvement in business is traced 


ably with previous months, and with last 
year, and indicate a steady improvement 
in the trade of the (Fifth) District. 

The most encouraging feature of busi- 
ness at present is the optimistic attitude 
shown on every hand. At this season last 
year buyers and sellers were dead-locked, 
the buyers insisting upon price reductions 
that meant losses to many merchants, and 
the merchants determined to secure prices 
that would at least pay expenses of operat- 
ing their business. Each group was com- 
plaining of the other, and pessimism was 
the order of the day. This fall the fric- 
tion seems to have disappeared with a 
steady increase in business. 

Aside from the particular aspects of 
improvement noted by the Reserve Bank 
above quoted, it is to the point to con- 
sider the legislative program before the 
sixty-seventh Congress which convened 
on December 5. The program contem- 
plates enactment of much important busi- 
ness legislation. There will be consid- 
ered: (1), recommendations of the Di- 
rector of the Budget, looking toward a 
saving of almost half a billion dollars in 
Government expenses for the next fiscal 
year; (2), the Fordney tariff, intended to 
have been disposed of at last regular ses- 
sion; (3), Government subsidization of 
mercantile marine; (4), the untangling of 
Allied debts to this country; (5), Farm 
relief. 
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A Talk With an International Banker 


The Story of Arthur H. Titus, Who Started As a Messenger and Is Now President—What Mr. Titus 
Thinks of South America As a Trade Basin 


HORTLY after the President signed 
~ the Edge law allowing associations 

of American banks to do business in 
foreign countries, the First Federal For- 
eign Banking Association was organized. 
Arthur H. Titus became the active man- 
ager. Titus started as a bank messenger 
boy long before any American bank had 
assumed the great proportions that many 
of them now have. He was interested in 
banking, liked the details, grasped the 
meaning behind the figures which gave 
them body and variety. Bad health com- 
pelled him to retire from banking for a 
short while, and when he had overcome it, 
he tried the leather business. But he was 
not contented. He expressed a desire to 
get back into a bank again. A friend said, 
“If you ask for a job with the National 
City Bank, I am sure you will get it.” 
In spite of his banking experience, he had 
to start again as a messenger. But he 
was afterwards glad of this. For he went 
out into the street with the other mes- 
sengers, learned the details of the dealings 
with other banks and customers, as physi- 
cal dealing which involved transfer of 
valuables and acquaintance with people. 
He was promoted rapidly and soon was 
assistant cashier. 

Titus always found it valuable to get 
out of the bank itself into the actual com- 
modities and communities which are back 
of the money dealt in by the bank. In 
the last analysis money is only a sign, and 
it is real things in which banks deal. 
Put in charge of the southern business of 
the company, Titus traveled through all 
the southern states. He was not content 
with becoming acquainted with all the 
bankers alone, but inspected cotton fields 
and factories and did his best to know 
the people as communities and individuals. 
“When I returned to my desk,” Titus says, 
“I was dealing with friends. It is easy 
to deal with friends.” 


Titus Goes to South America 


One morning, Frank A. Vanderlip, who 
was then the president of the bank, stopped 
at Titus’ desk and said, “How would you 
like to go to South America to take charge 
of our branch in Buenos Aires?” “But,” 
said Titus, “I do not know the least thing 
about South America.” “You have the 
habit of learning people and things,” said 
Vanderlip. “I do not believe that the 
people in South America are vastly differ- 
ent from the people in Southern United 
States or New York, or any other part 
of the world. They are probably likable, 
busy people, dealing with things. If you 
would like to go, we would like to have 
you. You want to think it over, of course. 
Talk about it with your wife and your 
family tonight, and tell me what you 
decide.” “When would you like me to 
go?” Titus asked. “There is a steamer 
sailing next Saturday,” the president 
smiled. It was then Tuesday. Titus went 
home at close of business and talked with 
his family. Overnight they made arrange- 
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mentsy for the children of school age, and 
he and his wife were on the steamer which 
left Saturday. Titus could not speak or 
even read a word of Spanish or Portu- 
guese. 

That hadn’t been considered as impor- 
tant as speaking the language of humanity. 
And it could be remedied sooner. 

On the boat a college instructor, re- 
turning to his home in South America, 
organized a Spanish class with one of 
those little books which teach you a lan- 
guage in primary fashion very 
rapidly, whether you know any other lan- 
When Titus reached Buenos 


school 


guage or not. 


ARTHUR H. TITUS 


Originally a “runner,”” now president of 


the First Federal Foreign Banking Asso- 
ciation. The story of President Titus’ 
rise, combined with his present views on 
the possibilities of developing the South 
American markets makes interesting and 
valuable reading. 


Aires he knew a few words. He never 
let go of the dictionary, though he carried 
it concealed in his pocket. He kept up 
his studies, of course, until he mastered 
the language sufficiently to use it as an 
additional means of making friends. 


What He Found 


In the Argentine Titus remembered 
that a bank’s prosperity does not depend 
primarily on dollars, but on the wealth 
fot which money stands. He examined 
the actual wealth of the country, which 
is mostly in the form of cattle. Many 
travellers think they are veterans of South 
America if they have spent a week at 
each of four or five coast cities, and per- 
haps taken a boat for several miles up a 
river and visited some of the towns along 
the bank. Titus as a bank man traveled 


into all the upland and backland districts, 
where the real wealth of the country is. 

“At first I was not able to believe the 
stories of great Argentine ranches having 
300,000 or 400,000 head of cattle on one 
ranch,” Titus says. ‘“But I saw them, and 
travelled over a ranch for days with its 
owner and talked to the people; I did not 
disbelieve any longer.” Here the banker 
saw before his eyes the basic meaning 
from which our word for money matters, 
pecuniary, is derived—pecunia means pri- 
marily not coins but “head of cattle.” 
Barter is still effected in rare instances by 
exchange of so many head of cattle instead 
of pesos or dollars. 

“Cattle raising on this vast scale natur- 
ally affects the finances and financial habits 
of the people,” Mr. Titus discovered. “It 
is easy to get them to put money into a 
new cattle ranch, for they have seen 
ranches grow and make money. But it 
is difficult to get them to invest money 
in other industries which would have the 
first call in America. This is one reason 
why foreign banks make great loans in 
the Argentine. It is difficult or impos- 
sible to float loans locally for their own 
government expenses. During the World 
War when commerce was interrupted and 
the government needed money for current 
expenses, I ventured to suggest to the 
banks the floating of a public loan in the 
Argentine, similar to our Liberty Loan. 
The scheme was considered thoroughly. 
Many of the banks were in favor of it, 
and the government also liked the idea, 
because it would teach the people new 
investment habits which might afterwards 
tend to build up all round industries in 
the Argentine. But the scheme was turned 
down for the reason that the immediate 
sums which the citizens could be gotten 
to contribute would be insufficient for the 
immediate purpose. 


Financing New Manufactures 


“The same difficulty exists in financing 
new manufactures, or other commercial 
enterprises, not connected with the cattle 
industry. So intensively do the mass of 
the people specialize in cattle raising that 
they do not even have sufficient tanneries 
to tan the hides that come from the cattle. 
They send their hides on boats thousands 
of miles to America or Europe and send 
also the tanning extract or bark which 
grows along the rivers, then they buy 
back the leather, and sometimes even the 
shoes, made from the hides which once 
covered the cattle on their own ranches. 
Not that they are not essentially incapable 
of manufacture. They are quick learners. 
Until recently they had few good shoe 
factories, and the shoes made in the 
Argentine were so inferior in fit and ap- 
pearance that they would not be worn by 
any one from the United States or 
Europe. But factories developed quickly 
there when they develop at all. I am now 
wearing a pair of shoes made and pur- 
chased in Buenos Aires five years ago, 
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ind none of my friends in the shoe in- 
justry notice any difference from this 
ear’s style of American shoes. 

“Now they have shoe factories, there 
; no step missing in the chain from raw 
jaterial to the finished product except 
1e tanning. Still they import leather 
ither than tan all they need. It is sim- 
ly due to human habit. 

“I suppose each locality within the 
nited States, or in any other part of the 
vorld, has similar peculiarities. These 
iffect. finance. The banker must know 
local habits.” 

To take adyantage of these opportunities 
and to foster the séfvice that American 
aks and manitifacturers can give, Mr. 
litus recommended that the National City 
tank establish a branch also in another 
ity of the. Argentine and this was done. 
Most of the business of the country, how- 
ver, -centers"in Buenos Aires. The total 
poptlatiéhn-of.the*coufitry is under 9,000,- 
00. “Of these, 1,500,000 are gathered in 
Buenos” Aires; which includes practically 
ill the manufacturers, and head offices of 
ill ‘commercial houses. That is one-fifth 
of the population is concentrated into one 
city. This community bases its prosperity 
and economic service on the cattle raising 
f the rest of the country. 


Mi A * di gs 


When Titus returned to New York 
temporarily, he learned a lot more about 
South America; that is; the imaginary 
South America that North American busi- 
ness men create vaguely in their minds. 
\ friend said to him on-the street, “Hello, 
| hear you have been down in Argentine 
among the niggers.” “Niggers!” said 
Titus. ““I have been in the Argentine, but 

met only two colored men. One was a 
bell boy in the hotel and the other is a 
porter in our bank. So far as I know 
those are the only two colored fellows in 
he Argentine.” This was only an in- 
stance of the many misunderstandings by 
North Americans from which interferences 
are bound to crop up to affect business 
dealings with South Americans. No won- 
der then that while Titus was in New 
York he was able to conclude quickly 
many important deals which had been 
hanging fire, simply because there was no 
one acquainted with the people, business 
ind customs in both countries. 

Before Titus left New York again he 
was made general superintendent of the 
South American branches of the bank and 
put in charge of all its South American 
business. He journeyed to the other South 
American countries, investigated their 
wealth and customs in the same way, and 
established branch banks at strategic 
points in Chili, Brazil, Peru, Uruguay. 

When he returned to the Argentine, 
there was considerable trouble between 
American exporters and Argentine dealers. 
Titus helped to organize an investigating 
committee, composed half of South Ameri- 
can merchants and half of North Ameri- 
can merchants. The committee settled 
upon the general causes of misunderstand- 
ings and the general policies of curing 
them. Then a sub-committee composed 
of Titus and two Argentinians adjudi- 
cated individual cases to determine de- 
tailed remedies and what compensations. 
if any, should be paid by one side or the 
other. This gave a first-hand, intimate 
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THE DOCKS AT BUENOS AIRES 


“Buenos Aires, Argentine, is one of the big South American ports equipped to handle 
imports from foreign countries. His intensive study of such markets as this has 
been one of Mr. Titus’ chief assets in his rise from bank messenger to president. 


view of some-of the obstacles to export 
commerce. “We found many cases of loss 
to Argentine merchants by well meaning 
deviations which were not so well meant,” 
Mr. Titus says. “One merchant had or- 
dered stockings. He had requested that 
they be tied up in bundles of 300 each, 
dropped into ordinary gunny sacks, and 
shipped in that way.” Then this is what 
happened to the order. 

The salesman wrote it down accurately 
and sent it home, When it got.to the sales 
manager, he looked at the order and said: 
“Oh, we'll be nicer to them than that. 
Wrap those stockings carefully with tissue 
paper and put them in neat paper boxes, 
3 pairs in a box, just as you would for 
our best retail trade, here in America. 
And we do not want to send out goods 
down there in gunny sacks. Pack them 
in packing cases. Never mind the slight 
additional cost. The goods will look so 
much better that they will bring good 
will to the house, and be an excellent 
sales argument.” 

Now, the Argentine is a high tariff 


country which gets its current revenues 
almost wholly from imports. It happened 
that the duty on paper boxes, in which 
the stockings were wrapped, was almost 
more than the value of the stockings 
The merchant really would have to pay 
for the stockings twice to get them in 
He had an equally good reason for his 
special order that the goods be shipped 
in gunny sacks instead of packing boxes. 
No wonder he refused the shipment. 

“Not only good will, but acquaintance,” 
says Titus, “are necessary in foreign 
trade.” 


The Value of Following Instructions 


Another firm had put on the domestic 
market stockings guaranteed to wear a 
certain time, with the privilege of return 
if they did not. Inevitably a certain per- 
centage of the goods returned. When a 
large order came in from South America, 
the company filled it with returned stock- 
ings, thoroughly washed, darned, pressed, 
and wrapped up with gold bands and tissue 

(Continued on page 212) 











A COFFEE PLANTATION IN BRAZIL 


Coffee is the chief industry in Brazil, the yearly output ranging upwards of 12,- 
000,000 bags a year. In Brazil, as well as the other important business centers of 
South America, President Titus, then Superintendent, was active in establishing 


branch banks. 
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The Bucket Shops’ 


Traveling Salesmen 


How They Operate—Why the Victims Give 
In — Article III of the Series “Bucket 
Shops and the Remedy for Them” 


2 the two preceding articles methods of the new 
model bucket shops were described to the extent 

that it was shown how they obtain their victims, 
the manner in which “clients” are cultivated and 
their accounts built up, and how finally they are 
“cleaned” in the slang used by these confidence ar- 
tists to express the idea that every available dollar 
has been taken away from the hapless and helpless 
prey, helpless in that having paid well for legal ad- 
vice and having followed it scrupulously the buck- 
eteer is usually immune from successful prosecution. 
It was shown also how this gentry employ the legiti- 


mate vehicle of trading and investment—the trading 
facilities of established exchanges—to protect them- 
selves in the event of either civil or criminal law- 
suits being instituted, and to simplify the eventual 


wiping out of the client’s margins. 


There are many other interesting phases of the bucket shops’ methods, 
and those told in this article—no less than those recited in the preceding 
ones—are detailed in order that the reader who, unknowingly, may now 
be in the toils of an illegitimate bucketing broker may know the ear- 
marks, while those who are not enmeshed may be enabled to avoid the 
snares that may be spread for their financial feet in the future. 


T is said in Holy Writ that “by their 

fruits ye shall know them.” It is no 

less true that we shall know them by 
their other characteristics and need not 
wait until such time as the ripened fruit 
indicates the species of the tree. A post 
mortem may satisfy the curiosity of the 
survivors as to the cause of demise—but 
is of small consolation to the late lament- 
ed. He is just as dead whether he is 
“autopsied” or not. But if he had kept 
out of the way of the buzz-saw -he might 
have been with us yet. The purpose of 
these articles is to warn you away from 
the buzzer, for the new style bucket shop 
is rapidly becoming the vogue among the 
hundreds of get-rich-quick vermin who 
swarm the principal financial centers of 
the country. 

There has been a great increase this 
year in the number of tricksters who have 
entered the fake brokerage game and be- 
lieve that every dollar of a client’s margin 
belongs to the broker, and that a smart 
broker is one who can convince a victim 
in the shortest time—by bookkeeping jug- 
glery—that he has lost his money. 

Since this series began several new of- 
fices have been opened up and at least 
five have gone into bankruptcy. 
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One of the Newest 

One of the newest offices is about ten 
feet square, is equipped with a telephone, 
a desk and a chair. The operator has 
been “broke” for some two or three years. 
He was formerly connected with a woman 
oil promoter and has also operated several 
bucket shops of the older type—the sort 
that employed a promotion to facilitate the 
cleaning process. Under the rules of the 
game as this marked card dealer learned 
it, it was necessary to induce the victim 
to sell his listed stocks—or those he had 
been led to believe he had a marginal in- 
terest in—and invest the proceeds in a 
wildcat mine, a fake oil company, some 
new smelting or metal refining process, a 
puncture-proof tire or a fool-proof motor- 
car. Then with a fictitious market it was 
possible to wipe out the victim’s equity. 

This new convert to up-to-date methods 
is operating under a new name. He has 
had several in his time, the one he has 
most recently discarded not proving pop- 
ular with his relatives because it hap- 
pened also to be the name of his brother- 
in-law. When encountered at his desk 
two weeks ago he was working the 
Long Island telephone book and 
boasted that he had brought in $3,100 


THE TRAVELING PRODUCER 
The telephone negotiations having failed to land the 
prospective victim, the new style bucket shop special 
representative makes a call. 


in the first four days of the week, and 
expected to be able soon to fix up a 
nice modern office. In the meantime 
he was discouraging personal calls from 
his victims. 

“Where are you getting leads?” he was 
asked. 

“No leads,” he answered. 
turkey—always like it better.” 


“Using cold 


“Cold Turkey” 


It may come as a surprise to some read- 
ers to learn that when they may have been 
telephoned to by some strange broker, that 
worthy was talking not to “John Robinson, 
hardware dealer,” but to “John Robinson, 
a cold turkey.” 

What is “cold turkey?” Well, the 
preceding articles exposed the man- 
ner in which the long distance call is used 
effectively to follow up those who answer 
advertisements in their home town news- 
papers—advertisements in which interest- 
ing and timely data regarding active, im- 
portant Stock Exchange issues is offered 
free to those who write for information. 
But the telephone is also used in calling 
up other prospects and getting acquainted. 

When “cold turkey,” as it is called, is 
used in getting business, the telephone 
“producer”—he doesn’t call himself a 
salesman any more—takes a telephone di- 
rectory of some city within 200 miles and 
begins conscientiously at the letter A. If 
Mr. A. B. Ab has a telephone he is the 
first man called. No effort is made to 
induce Mr. Ab to take a flier in the stock 
market. This is merely an introduction 





call. “Cold turkey” must be handled dif- 
ferently from those who, having answered 
the advertisement and made their own ap- 
proach, may be placed in a sort of Sabine 
classification. 

The cold turkey is informed that his 
has been suggested by one of the 
prominent clients who “has heen 
cleaning up in a big way” and the talker 
has merely called to say howdy-do and 
explain the firm’s methods. The usual 
spie! is then given about operating for large 
interests, important pools, and big banking 
groups, and stress is laid on the fact that 
the firm has no campaign on hand. Mr. 
Ab is drawn cleverly into revealing his 
knowledge or lack of it regarding the 
stock market, his resources, and his will- 
ingness to take a chance. The talker then 
bids Mr. Ab good-bye with a promise to 
ring him up whenever the firm enters on 
a campaign—“maybe tomorrow, Mr. Ab, 
maybe not for a month or two. The point 


namic 


is that we are getting acquainted and you 
have plenty of time to look us up through 
your bank or the Stock Exchange.” 


Suspicion Lulled 


ldom is this bold invitation to investi- 
gate the standing of the broker accepted 
by the prospective victim. On the other 
hand it appears to lull suspicion. It is 
used for that purpose. The bucket shop 
man knows human nature. Mr. A. B, Ab 
accepts the plausible statement that his 
successful friend’s name—the one who 
sucgested him to the broker—cannot be 
revealed “Any more 
than you would want 
is to give up your name 
to any friend you might 
suggest to us later, after 

have made a lot of 

ey for you.” 

[fr. Ab out of the 
way, and the “dope” 
m him carefully written 
ma memorandum 

later to be typed 

ma follow-up card, the 
man whose name appears 
next below his in the 
telephone directory is 
called and so on, until a 
number of similar vague 
appointments have been 
made. About one call 
in five succeeds in estab- 
lishing at least an en- 
tente cordiale, and it is 
the boast of the average 
producer that he can 
vert into “customers” 
four of every five cold 
turkey propositions 
whom he interests suf- 
ficiently to warrant a 

!l-back.” 

The big chance” 

es usually a week after the first call. 

hooking of the victim and the sub- 

rent building up and cleaning steps 
the same as those described in pre- 
ng articles. 


Big Telephone Bills—But It Pays 


it is not unusual for the bucket shops 
that have sprung into existence this past 
r to spend $1,000 a week in telephone 
is. One small bucketing organization that 
ently closed with its backer something 
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like $75,000 net to the good, never had 
more than 50 clients going through the 
mill—yet its telephone switchboard, of the 
most modern type, kept two operators busy 
all day and the tolls ran close to $3,000 a 
month. 

The mystery to many is that these or- 
ganizations succeed in getting rapid in- 
stallations of elaborate telephone equip- 
ment and private wires. Naturally, how- 
ever, a customer with a prospective $25,000 
a year bill feels he is entitled to and he 
demands better service than the concern 
that uses $500 a year in telephone calls. 
The telephone companies cannot be ex- 
pected to know whether a broker is a 
legitimate one or not, particularly when 
he likely enough could show he had ac- 
counts with several New York Stock Ex- 
change firms and his advertising appeared 
in the leading daily newspapers. 

But the up-State knitting mill president, 
the Western Pennsylvania oil operator, the 
other supposedly careful and conservative 


+ business men who have been mulcted by 


the illegitimate broker, may lay the unction 
to their souls that they were not the only 
ones. Legitimate brokers, members of ex- 
changes, banks and trust companies have 
a live interest in the bucket shop, for they 
too have been victimized, particularly in 
the past year or so. Not indirectly, but 
directly. Just how, will be told in the 
next article in the series. 


Enter the Traveling Salesman 


Before entering upon this phase, how- 
ever, it may be well to take another look 


PLAYING A HOOKED FISH 


Having obtained a hearing the wily traveling producer produces 
“credentials,” talks profits, discusses charts, price trends, pools, 
and the supposedly big interests of his particular bucket shop—and 


walks off with a check. 


at that part of the machinery which takes 
in the average victim. It will be interest- 
ing to consider the part played by the 
traveling salesman or “special representa- 
tive.” All sorts of leads come into the 
bucket shop. For many reasons 1e of 
them cannot be handled over the t«lephone. 
The busy business an not in‘:cquently 
has an active and efiicient secretary who 
stands an effective guard between him and 
the telephone. He may be interested in 


XYZ common. Seeing the advertisement 


of the bucket shop he directs his secretary 
to send for the information offered free. 
The telephone producer finds it impossible 
to talk personally with this probable, or 
at least possible, “sucker,” and going on 
the theory that the bigger they are the 
harder they fall, a little extra expense is 
justified in the effort to upset the busy 
business man’s* apple cart. Hence the 
traveling producer, who usually has a 
short circuit which he covers every week, 
leaving his Saturdays free to report to the 
home office and check up the result of his 
activities, to find the “lame ducks,” to fig- 
ure out which accounts are in shape for 
building up, and to pick up such new leads 
as may have been developed during the 
week. 

Most of the bucket who are 
working the out-of-the-city trade maintain 
elaborate offices, luxuriously appointed, for 
the purpose of impressing the few clients 
who occasionally come to New York and 
drop in to see their “brokers.” There is 
seldom to be found anything garish or 
ostentatious. Some of the best-known 
interior decorators have been called in to 
supervise the fitting up of these offices. 
The absence of a quotation board in a 
cheaply fitted office would be noticed im- 
mediately. But with paneled walls, over- 
stuffed leather easy chairs and settees, and 
an almost lazy “club atmosphere” the vic- 
tim. feels that he is in one of the invest- 
ment establishments of the inner circle of 
finance—and he wonders, if he wonders 
anything, just how his little account hap- 
pened to be accepted. The fact that there 
is no New York Stock 
Exchange quotation tick- 
er is not even noted, 99 
times out of every hun- 
dred. 

If he is so lucky (and 
he will be) as to be ad- 
mitted to the inner sanc- 
tum of the “head of the 
firm” he will be im- 
pressed with the incisive 
manner in which that 
worthy answers a half 
dozen telephones, barks 
buying and selling or- 
ders into them, asks 
short, snappy questions 
regarding pool positions 
and’ other “bunk,” and 
keeps up a running con- 
versation with his visitor 
—a talk about weather, 
crops, business, labor— 
but not about stocks, for 
the wily operator makes 
the victim feel that this 
is only the dull routine 
of the big man’s day. He 
would be less impressed 
were he to know that the 
telephone calls over the 
different extensions all 
came from the same caller, usually one of 
the office producers carefully trained for 
the part. It may be the reader has visited 
such an office and will recognize the de- 
scription. 


shops 


Being “Broken In” 

These office producers aspire to become 
traveling representatives and are broken 
in by being sent out occasionally on three 
er four-day trips into new territory or on 
special journeys to “prospects” who re- 

(Continued on page 217) 
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Foreign Trade and Securities 


The Solution of the Far East Problem 


How the Problem Arose—The Industrial and Financial Positions of Japan, China and India— 


Can War Be Averted? 


By JAMES B. MORMAN, Economist, U. S. Treasury Department 


ODAY China holds the center of the 

stage at the international confer- 

ence.in Washington. But the whole 
drama in the Far East includes vastly 
more than China. Other countries have 
their problems. There are the Philippine 
Islands, India, Japan, Korea, Burmah, 
Siam, French Indo-China, and the isles of 
the eastern Pacific whose ownership is 
claimed by Great Britain, Holland and 
Portugal. 

In all of these countries are dense popu- 
lations; in many of them are vast natural 
resources and undeveloped commercial 
possibilities. The problems of the Far 
East relate to all these ter- 


be done without bringing interested nations 
into armed conflict? That is the question 
which holds the center of the stage before 
the civilized world, and this article will 
attempt to answer it in the affirmative. 


The Struggle for National Existence 


My first proposition is that the basis of 
the future peace and welfare of the na- 
tions of the East is both biological and 
economic. The fundamental problem of 
India, China, and Japan is to provide the 
means of subsistence for their teeming 
populations. These three chief nations of 
the East are confronted with the same 


ter than the means of subsistence. This 
has led to national expansion and the 
encroachment of one nation upon the ter- 
ritory of other nations. 

Let us look for a moment at the popv- 
lation statistics so far as they can be as- 
certained. China is said to have a popu- 
lation of about 425,000,000, India about 
325,000,000, and Japan about 57,000,000 
The total number of Japanese has been 
stated as high as 78,000,000. But, taking 
the smaller figure as it applies to Japan 
proper, the population is 353 to the square 
mile as compared with 461 in Shantung, 
China, and 578 in Bengal, India, the most 
densely populated prov- 
inces of these two coun- 





ritorial possessions. But 
China happens to be the 
country of largest area—a 
region wherein the play of 
national and international 
relations offers the greatest 
opportunity for economic 
exploitation. So China 
has come to the center of 
the stage before the Limi- 
tation of Armaments Con- 
ference because of her 
present serious economic 
and financial predicament 
as a result of outside na- 
tional influences over her 
domestic affairs, 








Far East. 





James B. Morman’s discussions of the problems presented 
before the Arms Conference at Washington have been an out- 
standing feature of recent issues of this Magazine. 
man’s connection with an important Government Department 
has given him rare insight into the aims and purposes of the 
Conference, and equips him to speak with unusual authority. 


In this article, Mr. Morman discussess the Problem of the 
His description of the causes leading up to the 
present impasse, and his vigorous analysis of the way out 
deserve the careful reading of all investors to whom an accu- 
rate knowledge of 
indispensable. 


the great questions 


Mr. Mor- 


of the day is 


tries, 

It has been claimed that 
Japan has no need to ex- 
pand because her popula- 
tion is not so dense as it 
is,in some European coun- 
tries or in the provinces of 
China and India mentioned 
above. 

But this contention over- 
looks a very important 
geographical feature of Ja- 
pan which I shall mention 
later, that makes her prac- 
tically the most densely 
populated country in the 
world. But a single prov- 








A close observer of the 
program of the interna- 
tional conference, as it works itself out 
through committees and plenary meet- 
ings can hardly escape the conviction 
that Far Eastern problems—political, 
territorial, economic and financial—con- 
stitute the primary cause of the con- 
ference’s existence. The question of 
the limitation of armaments, both land 
and sea, has already taken a secondary 
place; it has become subsidiary to the 
peaceful solution of the problem as to 
the so-called rights of nations in China, 
India and other countries. 

Many European nations claim certain 
commercial and territorial privileges in the 
Far East. As an aggressive Asiatic na- 
tion, Japan is on the ground. Apart from 
any military or naval considerations, Ja- 
pan’s proximity to China and the main- 
land of Asia gives to her trade com- 
mercial advantages not easily overcome 
by the merchants of the western nations 
when brought into commercial competi- 
tion with the Japanese. This commercial 
competition for the markets of the East is 
now the crux of the matter, and to solve 
this problem is clearly the primary task 
of the international conference. Can it 
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problem—limited land areas and dense 
populations. Encroachment of one nation 
upon the territory of another nation does 
not offer any solution. It only creates na- 
tional and race animosities. 

The solution, if there is any solution, 
must begin with agriculture and all that 
relates to the promotion of that indus- 
try, take up the economic exploitation 
of natural resources, the production of 
raw materials, their manufacture into 
finished products, and the establishment 
through commerce of friendly interna. 
tional relations. If the welfare and 
happiness of those peoples can not be pro- 
moted in these ways, the limitation of ar- 
maments and the restoration of China to 
national independence will not touch the 
root of Far Eastern problems. 

It is difficult for Western nations to re- 
alize what significance the pressure of 
population on the means of subsistence has 
in store fer national existence and the 
peace of the world. The plain fact is that 
the existing international situation in the 
East, which has brought the Armaments 
Conference together, has no other explana- 
tion than that population has increased’ fas- 


ince is not a fair compari- 
son to make when dealing with the prob- 
lem of providing subsistence for an en- 
tire population. China as a whole has 
only about 100 population to the square 
mile, Korea about 130, and India about 
185, as compared with 353 for Japan 
These figures are also interesting in com- 
parison with those from the European 
countries taking part in the Armaments 
Conference, as follows: 


/ Populati: 
Country. Per Sq. Mile 
England ..... era wee 701 
Belgium sis dalatet eaene et 672 
Holland ..... eS eed 539 
Italy Se 326 
France ... 189 
Portugal iPr 3 148 


Japan’s Sources of Food Supply 


Now Japan proper has a land area of 
161,245 square miles. But of this area no 
less than three-fourths is mountain land 
which cannot be cultivated. Japan’s popu- 
lation, therefore, of 353 to the- square mile 
is largely limited to the cultivated area 
which gives a density of population prac- 
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‘ically four times as great, or about 1,412 
, the square mile. 
In order to keep Japan’s population 
ive, her cultivable land area is worked 
th an intensity of culture of which 
estern nations have no adequate con- 
ption. But even under these conditions 
minuteness of care and cultivation, for 
nturies Japan has not been able to pro- 
ice her food supplies from her own 
ltivable land areas. 
Not being able to derive subsistence 
m the land for her population, Japan 
is at first driven to the sea as a sub- 
liary means of increasing her food sup- 
es. The islands composing Japan proper 
remarkable for the length of their 
ist lines, giving a ratio of one mile of 
ast to nine square miles of land. These 
asts abound in rich supplies of various 
ids of fish which have for centuries past 
nstituted one of the chief articles of 
lily food of the Japanese people. 
Notwithstanding Japan’s efforts on land 
d sea, she has within the modern era 
en able to produce not more than 80 
+r cent of her food 
ipplies. Today no less 
an 25,000,000 of her 
opulation belong to 
e agricultural classes, 
iany other millions are 
ngaged in the fishing 
dustries, but only 2.5 
r cent. of the popula- 
on are engaged in in- 
istrial pursuits. The 
itter is the key to 
ipan’s economic sal- 
tion. With an in- 
rease in industrial 
products, these could 
ve exchanged for food 
supplies; so that the de- 
velopment of industry 
vill mean for Japan in- 
reased commerce, im- 
proved-standards of liv- 
ng, and increased pros- 
perity. But even under 
the best of economic 
nd industrial condi- 
tions, Japan with her 
limited resources can 
ot become wealthy be- 
ause the bulk of her 
vealth would have to 
be expended from year to year in pro- 
iding a bare subsistence for her in- 
creasing population. 
This in outline is the fundamental prob 
n which affects Japan. Dire necessity 
s forced her to seek other territory. By 
lonization and otherwise she has ex- 
nded to Korea, Manchuria, the isles of 
e Pacific, and even to the western shores 
the United States. 
Japan has thus come in contact with 
iropean nations, particularly the Por- 
guese, Dutch, French, Spanish and Eng- 
sh, which centuries ago had expanded to 
ndia, China, the Philippine Islands, and 
ther Far Eastern lands. The rights of 
pain were taken over by the United 
tates with control of the Philippines. 
The only difference between these na- 
ons is that Japan followed her competi- 
rs rather late in the history of modern 
ational exploitation. It was not until 
1853 that Japan opened her own doors to 
Western nations and entered upon that 
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extra-territorial career which has brought 
her into close contact with those same na- 
tions who are seeking to control or to 
share the trade and commerce of India, 
China and other Far Eastern lands. The 
expansion of all of them was for the pur- 
pose of commerce. Markets for surplus 
products were desired in order to prc 
vide the means of subsistence for their 
own peoples. This is still the issue with 
all the interested nations, and it is not 
the problem with which the limitation o1 
Armaments Conference is struggling 


The Position of China 


Besides her enormous population which 
has to be fed, China has gradually come 
under the influence of other nations which, 
together with internal political dissensions, 
has utterly disrupted her economic and 
financial life. Today China can not man- 
age her own affairs without the unanimous 
consent of sixteen outside powers. Fore 
most among these powers is Japan 

Instead of resorting to the 
method of commercial expansion in China, 


peacetul 





THE JAPANESE DELEGATION 
At the Arms Conference—Reading from left to right, Baron Shidehara, 
Admiral Kato, Prince Tokogawa and Mr. Hainarra—Japan’s economic the 
salvation, according to Mr. Morman, depends upon increasing her is the first real step 
industrial output. 


Japan resorted to aggression which re- 
sulted in the Chino-Japanese war of 1894 
Fhe outcome of this conflict was that 
China was forced to acknowledge the Japa 
nese contention that Korea was an inde 
pendent kingdom, to cede Formosa and 
the Liadtung peninsula to Japan, and to 
pay an indemnity of $150,000,000. 

But this attitude of Japan opened wick 
the door to intervention by European na 
tions. They soon realized that, if they 
did not quickly secure from China all 
the commercial rights they could, Japan 
would soon be in almost complete control 
of this market for her surplus products 
Hence, the closing years of the nineteenth 
century witnessed a grand scramble by 
the great powers of Europe for the virtual 
partition of China. By hook or by crook 
each procured a so-called “sphere of in- 
fluence” or trade concession, so that China 
today is under the sway of sixteen powers 
which control directly or indirectly her 
territory and her economic life. 


The United States was the only nation 
of the great powers which sought no part 
in the exploitation and disruption of 
China. It is evident that the grabbing of 
“spheres of influence” by the other powers 
would result in discrimination against the 
trade of the United States with the Chi- 
nese, and the fact that American com- 
merce with China was threatened with 
destruction led John Hay, the Secretary 
of State, to propose the open-door doctrine 
in 1899. This was the first step toward 
preventing the ultimate ruin of China, the 
removal of causes of war between the 
interested nations, and the economic ex- 
ploitation of China’s natural resources 
without prejudice against that or any other 
country, 

The second stage of this open-door 
policy is now before the international con- 
ference. It is self-evident that one of two 
courses only is possible, namely, either a 
peaceful or a martial solution of the prob- 
lem. 

The pressure of population upon subsis- 
tence is so great, the existence of many 
famine-stricken districts 
in Europe and Asia is 
so ominous, that, with 
no great areas remain- 
ing wunexploited, the 
civilized nations must 
resort to 
efforts in the develop- 
ment of the world’s 
natural resources or 
undertake the exploita 
tion of each other 
which would mean only 
war But -the latter 
would result in the ruin 
of all concerned. This 
is well recognized. The 
lessons of the Euro- 
pean war are too vivid- 
ly before us. The civ- 
ilized nations know 
only too well that war 
between them today is 
unthinkable as a means 
of providing for the 
welfare and happiness 
of their peoples. Hence 
pathway of peace 


cooperative 


toward a_ satisfactory 
and practical solution of 
this complex Far East problem. 


Proposals and Resolutions on China 


The Anglo-Japanese treaty was first 
signed on January 30, 1902. Its objects 
were to maintain the status quo as then 
existing, and to preserve peace in the Far 
East, the territorial integrity of China and 
Korea, and the open-door policy as to in- 
ternational trade. 

But these policies were not followed 
out. In 1904 Japan went to war with Rus- 


sia and, as a result of that war, acquired 


control over the Chinese dependency of 
Manchuria and finally absorbed the king- 
dom of Korea. As a result of the recem 
European war, Japan obtained control over 
Shantung, eastern Mongolia, and the Pa- 
cific islands north of the equator formerly 
belonging to Germany. 

This is the situation as it unfolds itself 
before the international conference. So on 
November 16th the Chinese delegation pre- 
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sented a program for consideration con- 
sisting of 10 distinct proposals. In_ brief 
the delegation pointed out that the rehabili- 
tation of China rests upon the peace of 
the Far East and advocated the following 
general principles as fundamental to solv- 
ing the question: 

(1) China must be enabled to work out 
her economic salvation through the de- 
velopment of her immense natural re- 
sources. 

(2) The territorial integrity of China 
must be guaranteed and _ safeguarded 
against aggression from other nations and 
that further inroads through foreign con- 
cessions must cease 

(3) That China must have absolute 
political independence. 

(4) That China must be placed in a 
position to control her own 
railroads, customs and du- 
ties and finances. 

In reply to these propo- 
sals which were recognized 
as just and in the interest 
of world peace, the follow- 
ing resolutions were drawn 
up by Hon, Elihu Root and 
unanimously agreed to by 
the eight delegations at- 
tending the conference, not 
including the Chinese dele- 
gation: 

(1) Jt is the firm inten- 
tion of the powers attend- 
ing this conference to re- 
spect the sovereignty, the 
independence, and the ter- 
ritorial and administrative 
integrity of China. 

(2) To provide the full- 
est and most unembaras- 
sed opportunity to China 
to develop and maintain 
for herself an effective and 
stable government. 

(3) To use their influ- 
ence for the purpose of ef- 
fectually establishing and 
maintaining the principles 
of equal opportunity for 
the commerce and industry 
of all nations throughout 
the territory of China. 

(4) To refrain from 
taking advantage of the 
present conditions in order 
to seek special rights or 
privileges which would 
abridge the rights of the 
subjects or citizens of 
friendly states and from 
countenancing action inimical to the se- 
curity of such states. 

These principles, then, as laid down ap- 
pear to pledge the sovereignty of China, 
to leave to China the solution of her own 
domestic problems, to provide for the 
maintenance of the open-door policy, and 
to refrain from aggressions either terri- 
* torial or otherwise. They recognize that 
the first step toward the solution of the 
Far East problem is internal peace within 
China’s own domains. 

No one can read the history of Far 
Eastern countries and not be convinced 
that the great impelling force of unstable 
domestic government and aggressive terri- 
torial aggrandizement is hunger. Let us 
call this doctrine Malthusian if we will; 
it is true, nevertheless. The standard of 


living in those countries is low; the pres- 
sure of population on the means of sub- 
sistence is intensifying notwithstanding 
every effort at intensive agricultural pro- 
duction; the cheapest thing in all the East 
is human life and human energy. 

This is the core of the problem now con- 
fronting the Washington conference. Be- 
cause of increasing population Japan has 
beens forced to seek a larger food supply 
by territorial expansion. China and India 
for centuries have been subject to floods 
and famines which have kept down their 
populations to the narrowest margin of 
mere existence. The question ot fhe 
limitation of armaments dwindles into 
insignificance before this great problem 
of the struggle for subsistence. With 


India and China particularly in mind, 
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SAO KE ALFRED SZE 
Chinese Minister to the United States 


where economic and financial conditions 
have brought about political and social 
unrest, the century-old words of Schiller 
seem prophetic: 
“Woe to the State that thrives no more! 
Yea, woe, when in the city’s heart, 
The latent spark to flame is blown; 
And from their thrall the millions start, 
No leader but their rage to own!” 


The proper antidote to ignorance and 
hate is intelligence and social justice. This 
is the goal which stabilized government 
has in view in the Far East. Conditions 
must be made safe for the investment of 
capital. . Unless capital can be induced to 
flow freely, economic progress is well- 
nigh hopeless. War between factional 
political parties, or war between capital 


and labor, has precisely the same effect— 
the prevention of that prosperity which 
always accompanies the peaceful and 
stabilized development of our economic 
life. 


A Passing Glimpse of India 

This is a great empire white-haired 
with antiquity. It forms a material part 
of the Far East; it brings into the limita- 
tion of armaments arena the British Em- 
pire; it offers a broad field for capital in- 
vestments and commercial activities. 

But India’s problem is internal rather 
than external. For centuries her people 
have been cruelly exploited and to-da; 
they are overwhelmed with debt and ex 
cessive interest rates. 

There can be no peace, no prosperity, no 
financial investments, and 
no satisfactory internation 
al commerce under thes 
conditions. As the guar- 
dian of India, the British 
government has a righteous 
task to perform in attemp 
ing to restore that prosper 
ity which belonged to her 
long before Christian civil- 
ization was born. In the 
third century, B. C., tl 
people of India could 
proudly boast that the; 
were citizens of the first 
and greatest power in the 
world. Long since that 
glory has departed! T: 
day in- British India the 
average per capita income 
is only about $6 a year 
Internal dissensions, un- 
righteous exploitation, and 
destructive warfare have 
brought about economic 
and financial ruin. Surely 
there is a problem here fo: 
the British government to 
solve. 

The hope of India lic 
in a sound financial systen 
and the establishment of 
international markets. Pro- 
fessor Gide states the 
proposition in a_ sing! 
sentence : 

“International commerc¢ 
provides a kind of assur- 
ance against famines 
against the effects of thx 
failure of crops, and agains! 
a multitude of economic 
misfortunes the effects o 

which are either attenuated or entirely 
prevented by trade between nations.” 

Thus Indian under proper contro] has 
the possibility of lasting prosperity. As 
regards markets India is one of the larges 
produce marts of the world. Wheat, rice 
cotton and other staple crops are regularl; 
exported to foreign countries in years 0! 
normal production. But India’s agricul- 
ture is badly handicapped under a lack of 
sufficient irrigation systems and excessive 
interest rates charged for loans. 

As to excessive interest rates, Mr. H. 
Hemantakumar Ghosh says, in discussing 
Codperative Credit in India, that the farm- 
ers pay anywhere from 18 to 37% per cenit 
interest for loans, and he adds: 

“Under these circumstances, the culti- 

(Continued on page 211) 








~ What Are Russian Roubles Worth? 


Can the Soviet Restore Their Value?—Russia’s Resources and Industrial Future 


By V. LEITIS 


Editor’s Note: Mr. Leitis writes the following article from Riga, Latvia. The numerous holders and 


could buy to-day 150,000 Russian 
Soviet roubles. The Tsar and 
Kerensky moneys are not so cheap, but 
nobody wishes to buy them, save the 
travelers to Russia. Nevertheless there 
are people who do keep the Russian 
money and who hope that the Russian 
rouble will eventually be restored to 
its old glory. 

There should be no mystery about 
t Russian rouble. It cannot be re- 
dcvemed—neither the Tsar rouble, nor 
the Kerensky rouble, nor the hopeless 
Soviet rouble. The Russian rouble is 
almost valueless; and it could be re- 
stored only by a miracle. 

True, the Soviet government now is 

ying to stabilize the rouble by means 
of special taxes, but the effort is use- 
less, because the printing press cannot 

stopped. The revenue from taxes 

too small and does not cover the 
government’s regular expenditures. 


| ERE, in Riga, one American dollar 


Russia’s Budget 

The budget of Russia for 1921 is 
6,000 billion roubles, with a probable 
deficit of 95%. The deficit can be cov- 
ered only by printing of roubles. All 

issia’s budgets in the last years were 
deficient. 

The deficit in 


CO eee 75% 
(Mae 75% 
rae 82% 
SS 67% 
eS Re ee 77% 
ee eee 87% 


Up to October, 1917, Russia tried to 
obtain more money from taxes, con- 
sidering the printing of money as an 
evil which must be stopped as soon as 
possible. The Soviet government had 
another point of view: “Money is evil, 
because it makes the people unequal. 
It has to be destroyed. Not by con- 
fiscating it—because it could be hidden 

but by destroying its value. To de- 

roy the value, the money has to be 

printed and distributed as much as 
possible. All taxes have to be abol- 
ished.” The taxes were abolished and 
the “efficiency” of the printing press 
was raised to the highest possible de- 
gree. Notwithstanding, the printing 
press today is unable to produce as 
much money as is required for the 
eovernment’s regular expenses. 


How Much Paper Money? 


How much is there of paper money 
n Russia? We have some definite 


gures. 
The amount of paper money in Rus- 
sia was: 


1.7 billion roubles 
3.1 billion roubles 
5.7 billion roubles 
9.2 billion roubles 
9.0 billion roubles 
7.9 billion roubles 
1.0 billion roubles 





potential buyers of Russian currency in this country will find his ungarnished report worth while reading. 


225.0 billion roubles 
- 1,168.0 billien roubles 


January, 192 
January, 1921 


*Sovict Government established 


If we remember that the budget for 
1921 amounts to 6,000 billion roubles 
and its deficiency will reach 95%, then 
how many paper roubles will there be 
in January, 1922? And what will be 
the value of the paper rouble? 

A great many people have said the 
Tsar rouble will be redeemed. But it 
may be doubted whether the Tsar rou- 
ble will be recognized: the Soviet gov- 
ernment imitated it. Let us scrutinize 
the facts. 

Up to November, 1919, before the 
Soviet government was established, 
Russia had 18,918,000,000 paper roubles— 
all in Tsar, Kerensky and Douma 
money. The Soviet government did 
not introduce its own money, but con- 
tinued to print the old notes; only in 
1919 the Soviet roubles were introduced 
and printed in amount of 116,904,464,- 
075 roubles. On January, 1920, there 
were in circulation: 

21,668 million Tsar roubles or 9.6 per cent 
39,494 million Douma roubles or 17.8 per cent 
46,559 million Kerensky roubles or 20.8 per cent 
116,904 millicn Soviet roubles or 52.9 per cent 

Thus we see that, although the gov- 
ernments of Tsar, Douma and Keren- 
sky ceased to exist, the printing of 
their money was continued. There 
are no definite figures about the 
amount of Tsar, Douma and Kerensky 
roubles printed during 1920 and 1921, 
but we can presume it was not big, be- 
cause the value of the rouble declined 
in such a degree that only the big notes 
could be printed with profit. 


Redemption with Metals 
As for the redemption of the paper 
roubles by gold, platina or silver, no- 
body should delude himself with such 
a hope. It would be impossible to re- 
deem such huge amounts of paper 


money by precious metals, especially 
after all the Russian gold is sold to 
foreigners. Let us briefly review the 
history of the gold reserve of Russia. 
On July 16, 1914, Russia had 1,744 
million roubles in gold, and thus the 
paper money was guaranteed by it 
with 107.4%. On October 1, 1917, there 
were left only 1,292 million gold rou- 
bles, from which 100 millions were de- 
livered to Germany by the peace treaty; 
and the Szecho-slovaks seized 700 mil- 
lions. (they were handed to Kolchak). On 
October 10, 1919, the Soviet govern- 
ment had at its disposal only 117,113,- 
000 gold roubles. We do not know 
where it spent the missing 375 millions, 
but they were gone. In the Spring of 
1920 the Soviet government obtained 
from Kolchak 400 millions (300 millions 
spent by Kolchak) and today there is 
no gold in the government's vaults of 
Russia—all was spent long ago. 


Russia’s Resources 


Answers doubtless may be given that 
Russia has rich gold mines and enor- 
mous quantities of platina. Yes, Rus- 
sia had. The mines are in the same 
place, but the production failed, and 
today we have before us official reports 
which prove that it is cheaper to buy 
the gold than to extract it from the 
mines by the communistic labor (as- 
suming the producing of money costs 
nothing). 

In 1912-13 the annual output of the 
Russian gold mines was 3,635 poods 
(one pood equals 36.1 American pounds) 
but in 1920, only 72 poods. In the 
first eight months of 1921 the mines 
produced only 38 poods. In 1913 Rus- 
sia produced 611 poods of platina, but 
in 1921 only 20 poods. 

Summing up what is said above, we 
must arrive at the conclusion that the 
Russian rouble is hopeless 





A New League of Nations? 


sode in the Arms Conference thus 

far has been the suggestion or 
recommendation made by President Hard- 
ing that periodical conferences be held 
at which shall be represented not only 
those nations which have figured in the 
present Washington conference, but also 
others whose interests are at stake in 
any way in such jnternational policies as 
may be pursued. This suggestion at first 
made informally, has now apparently been 
broadened out into a tentative plan for an 
“Association of Nations.” This it is ex- 
plained, is not in any way to interfere or 
compete with the existing League of Na- 
tions but is to pursue quite different lines. 
As a matter of fact, the suggestion grows 
inno small measure out of the necessity 
of finding a way of validating the under- 


Pesca in the most important epi- 


standings arrived at in the present con- 
ference. It may be necessary to embody 
them in a treaty for ratification by the 
Senate, but it would doubtless be easier 
to make them merely the subject of a 
gentlemen’s agreement, leaving this agree- 
ment to be sustained or supported through 
frequent conferences among the dele 
gates, at which they would report prog- 
ress. However the suggestion may actual- 
ly work out, it is claimed that it adopts 
in essence the League idea thus carrying 
still further the Wilson foreign policies 
which have been so broadly accepted by 
Secretary Hughes thus far. It is natural, 
therefore, that antagonism should have 
been already aroused among those who 
have in the past committed themselves 
positively against any League of Nations 
plan. 






























































































Why Foreign Exchange Conference Is Proposed 


Causes Leading Up to Proposal—Will America Take Initiative?—Purpose of the Conference 


By H. PARKER WILLIS 


(Special Correspondence of The Magazine of Wall Street) 


WasuHnocTon, Nov. 30, 1921. 
VER since the assembling of. the 
Armament Limitation Conference, 
the question has been steadily and 
anxiously put whether the Conference 
would or would not devote any attention 
to the question of international indebted- 
ness or to the problem of foreign exchange 
stabilization. These questions were repeat- 
edly asked of Secretary of State Hughes 
during the time that the agenda of the 
Conference were in preparation and the 
answer officially given was in the nega- 
tive in that the official agenda as made 
public made no reference to either subject 
But the issue has proved irrepressible 
and since the opening of the Conference 
has grown and come to the front. By 
care and good management it has been pre- 
vented from getting any official opening 
as far as can be learned, but it is con- 
stantly present in the back-ground. Today 
it is certain that both 


change discussions by the simple method of 
offering no loop-hole. Had we asked any- 
thing of the foreign countries to which 
they could reply by proposing the cancel- 
lation or scaling down of the debts or the 
stabilization of foreign exchange, the case 
would have been different. We have done 
nothing of the sort, and whenever it has 
seemed that the discussion was leading 
toward a debt debate, it has been skillfully 
but decidedly directed into some other 
channel, 

Nevertheless not a few of the foreigners 
have been disposed to talk of the matter 
in private and they have found ready at- 
tention on the part of American adminis- 
trators who were .not expressing them- 
selves officially at the Conference and who 
were entirely ready to discuss in private 
the general problem of a better basis for 
business. 

The truth is that very severe pressure is 


due attention to the exchange outlook. 


How Can Subject Come Up? 


In view of the fact that the official pro- 
gram of the Conference makes no mention 
of the debt and exchange questions the 
problem how it can come up in offici: 
form is difficult. As a matter of fa 
now that a start has been made from tl 
other end of the discussion, armaments. bx 
ing given first place while political ques 
tions come second, there is a growing opin 
ion that it will be best not to force th 
subject to the front during this Confer- 
ence. Then too, the foreign delegates hav: 
brought with them but few of their finan- 
cial experts and it would be necessar 
to summon them if the subject were t 
be admitted to discussion. 

Altogether, therefore, there is a grow- 
ing opinion that the best plan would be 
that of summoning a supplementary co1 
ference probably to b 
held very soon after th« 





subjects must be dealt 
with and in the very near 
future. 


Attitude of Foreign 
Nations 


The attitude of 
eign nations on the -sub- 
ject has been clearly 
defined and is evidently 
the result of previous 
consultation and study. 
When British delegates 
were asked whether they 
intended to bring up | 


for- 





“The urgency of the exchange issue is now admitted by all 
present at the Conference who are willing to discuss the question. 
Not only in their opinion are matters not getting better, Lut they 
are growing worse and likely to continue to grow worse. That is 
partly the outgrowth of unbalanced budgets that have to be met 
out of borrowings, but it is also partly the outgrowth of demand 
on the part of various peoples that extravagant expenditures on 
unemployment, outlays for the restoration of industry to pre-war 
conditions and other things of the same sort, be cut down. 
recognized that mere financial manipulation will not correct the 
evils complained of, but that they can be corrected only by going 
to the root of the matter.”’ 


close of the present on 
and to bring before that 
Conference all question 
of an economic nature. 
Whether to include in 
this list the tariff is ar 
issue about which a gooc 
deal of difference oi 
opinion exists. Practi- 
cally all are agreed that 
the debt and exchange 
questions must be dealt 
with and it may be fairly 
well taken for granted 
therefore, that they will 


It is 











questions of indebtedness {_ 
or exchange, their an- 
swer was a_ polite “We 
British have only one way of settling 
such questions,” said one of them, “and 
that is by paying our debts.” Perhaps it 
was only a coincidence, but the fact that 
Great Britain had set aside about £50,- 
000,000 Sterling for use in paying her 
annual interest to the United States, came 
at a psychological moment—almost at the 
opening of the Conference itself. It was 
not equally well advertised at the time 
that Great Britain was facing a new 
budget with a deficit of about £40,000,000 
Sterling during the fiscal year thus far, 
so it was difficult to see where the money 
for interest payments was coming from. 
Other foreign delegates were asked their 
opinion and, while in no case willing to 
assert that they themselves would take the 
responsibility of broaching the subject, 
were, nevertheless, quite confident that it 
would work its way to the front before 
the Conference had gone very far. In 
fact, it is regarded as an open secret that 
some of the French delegates had hoped to 
have the chance to introduce it at a com- 
paratively early stage of the proceedings. 


-_— ——. 
negative. 


American Diplomacy 


American diplomacy has thus far suc- 
ceeded in steering clear of debt and ex- 
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being applied to our Government from 
many domestic quarters in favor of at- 
tempting a solution of the debt question 
at this session. It has been represented 
both through the Administration and 
through unofficial figures in Congress that 
unless we can straighten out the exchange 
position on some workable basis, the res- 
toration of our foreign trade is practically 
out of the question. 

Another way in which the Administra- 
tion has been made to feel the question is 
in connection with the tariff. The conflict- 
ing arguments on the American valuation 
plan have been of considerable weight 
especially politically, and one of the most 
influential, although perhaps not properly 
so, has been found in the fact that it is 
desirable to protect American manufac- 
turers from the countries with a low ex- 
change rate. Hence, it has appeared to 
some of the American administrators that 
the easiest way of getting out of this di- 
lemma would be to correct exchange fluc- 
tuations. The reparations situation has 
become very acute and the indirect de- 
mands of France that the United States 
assist in collecting reparations payments 
have grown extraordinarily urgent day 
by day. Hence an increasing depression 
on the part of the Administration to give 


be given the foremost 
place with other economic matters in 
secondary position. Estimates as to the 
length of the present conference vary ; 
good deal but seemingly reliable figures 
contemplate that the actual work of th 
sessions will extend up to about the firs! 
of March. This is quite different from 
the ordinary views of the situation that 
are given place in the newspapers but 
represents a fairly accurate judgment of 
the facts in the case. 

The next reparations payment of 
Germany is due in February next and 
if it is not fully met, as is now ex- 
pected to be the case, the holding of 
such an international conference by 
other powers will be unavoidable so 
that the United States had better make 
up its mind to participate according to 
the prevailing opinion. If Mr. Hughes’ 
plan of procedure in other matters 
should be imitated in this, the United 
States would not only join, but would 
take the initiative in the matter. 


Urgency of the Issue 


The urgency of the exchange issue is 
now admitted by all present at the Confer- 
ence who are willing to discuss the ques- 
tion. Not only in their opinion are mat- 
ters not getting better, but they are grow- 
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ing worse and likely to continue to grow 
ywrse. That is partly the outgrowth of 
balanced budgets that have to be met 
t of borrowings, but it is also partly 
outgrowth of demand on the part of 
rious peoples that .extravagant expendi- 
‘es on unemployment, outlays for the 
toration of industry to its prewar con- 
tion and other things of the same sort, 
cut down. 
it is recognized that mere financial 
nipulation will not correct the evils 
mplained of, but that they can be cor- 
‘ted only by going to the root of the 
itter. That will mean a thorough dis- 
ssion of budgetary relationships and 
blems as well as the banking situation. 
1e improvement of banking conditions is 
nsidered an essential element in the 
1estion. At all events, it is hopeful that 
re is no longer any effort to ignore 
conceal the need of prompt action. 


Scope of Action 


The plan which is now under serious 
nsideration is that of calling what is 
rmed an “Economic Conference.” This 
a broad term which might cover any- 
thing, but the topics which are evidently 
ypermost in the minds of those who are 
scussing the subject are, public debt and 
change conditions. 
Of course, it will be impossible to make 
uch progress in dealing with these topics 
ithout also taking in the full problem 
f banking and of the condition of central 
inks. In connection with this, too, the 
neral question of present restrictions on 
‘reign exchange and of regulation of the 
ovement of commodities in export and 
nport trade will have to be dealt with. 
s will be recalled, Congress has never 
iade any provision for giving the Govern- 
ent power to fund the national indebted- 
ss of our Allies which now, with in- 
terest, amounts to between 10 billion and 
billion dollars. Such authority would 
obably have to be had before the meet- 
g of any such Conference as is here 
ferred to and would certainly have to be 
had before the deliberations of the Con- 
rence could be carried to a conclusion. 
As to exchange, the problem how to 
iandle it is one of great difficulty. The 
State Department has been subjected to 
severe pressure for some time past 
from those who were suffering from 
exchange fluctuation and depression 
and this pressure has increased rather 
than diminished. It is not so much a 
lemand that an attempt be made to 
estore the parity of exchange as it is 
demand for some action in stabiliz- 
ing exchange at a specified level. This, 
s already remarked, comes largely 
rom domestic interests although, of 
‘ourse, the interests in question are 
those which have an important foreign 
onnection and are therefore directly 
oncerned with international trade. 
No doubt a good many of those who 
re talking of the subject contemplate the 
dea of having the United States officially 
tabilize exchanges as was done during 
1e war. Discussion has moved a long 
vay from any such consideration as this, 
iowever, and today it is recognized that 
iny stabilization which takes place will 
have to be brought about by the rectifi- 
ation of the banking situation and the 
(Continued on page 218.) 
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The Trend in Denmark 


Analysis of Official Figures Shows Improvement—Value of the 
Krone—The Outlook 


Editor’s Note:—The following is an 
expansion of the report recently issued 
by the National Bank of Denmark. It 
contains much valuable information on 
financial Denmark and should prove of 
interest to those of our readers who 
have invested in Danish loans. 


has issued its annual report for the 


fem National Bank of Copenhagen 
The re- 


year ended July 31, 1921. 


port opens with a reference to the diffi- 
culties which have characterized the eco- 
nomic life of Denmark during the past 
year, and which have been to some ex- 
tent counterbalanced by the rather favor- 
able position of agriculture. The report 
proceeds : 


Denmark’s Trade Balance 

The foreign trade of Denmark in the 
past year has tended towards a balance be- 
tween imports and exports. The figures 
were as shown in Table I. 

As will be seen, the excess imports were 
885 million kroner in the last six months 
of 1919, 559 million kroner in the first 
six months of 1920, 727 million kroner 
in the last six months of 1920, but only 44 
million kroner in the first six months of 


1921. 


Practically speaking, therefore, imports 
and exports are now equal, but allowing 
for the way in which the foreign trade bal- 
ance is made up, there is, if anything, an 
export surplus. On the other hand the 
freight earhings have declined consider- 
ably, and while during the war Denmark 
gradually became a creditor to foreign 
countries she now, according to infor- 
“mation available, seems to have proceeded 
rather far in the opposite direction, for if 
the total amount of our debts (bond debt, 
trade debt, etc.) may be estimated at 
something like 800 million kroner, then 
our foreign debt has increased by one 
billion in the course of the last few years. 


The Value of the Danish Krone 

The value of the Danish krone as com- 
pared with the value of foreign currencies 
has fluctuated during the last year, but on 
the whole its relative position has been the 
same as in the preceding year. The Swed- 
ish, English and American exchanges have 
been high and the French and the German 
exchanges low when compared with ours. 
When the figures of July 31, 1920, are 
compared with those of July 30, 1921, 
and also with those of August 31, 1921, 
owing to the changes which took place in 

(Continued on page 209.) 





Fiscal Year 1919-20— 
July-December 
January-June 

Fiscal Year 1920-21— 
July-December 
January-June 


Reichsmark 
Paris Francs 


Swedish Krone 
Norwegian Krone 


TABLE I.—DENMARK'S FOREIGN TRADE. 


TABLE II.—VALUE OF KRONE. 


At par 1920 
Ore 


Imports Exports Excess imports 
million million million 
Kr. Kr. Kr. 
1512.2 627.5 884.7 
1401.3 202.1 599.2 


1740.8 1013.6 727.2 
789.0 745.1 43.9 


———— ———————————s) 


July 31, 


Ore 
15,25 
49 

2375 























Money, Banking and Business 


About Banks and Banking 


Bank Stocks Join Upward Swing in Investment Market—What Our Readers Are Interested In— 
Investment Qualities of Five Active Issues 


N the last fortnight, the shares of our 
more prominent banking institutions, 
recommended for investment purchase 

in these columns, have advanced very 
substantially. A glance at the table on 
the opposite page, which give quota- 
tions on only a few of the available issues, 
will show how wide some of the advances 
have been. Chatham & Phenix may be 
pointed out as one of the chief features 
of the market. This stock was quoted 
two weeks ago, 230 bid; on December 
6, the day upon which this is being writ- 
ten, the stock is tentatively quoted “275 
bid,” and there’s not enough of it on the 
shelves to warrant quoting an offered 
price, except at very much higher levels. 

The strength in bank stocks we might 
like to point to as having resulted from 
the publicity we have given them in recent 
issues of THe MaGAzine. However, this 
is, of course, not the reason. Bank stocks 
have moved up merely in response to the 
generally improved demand for high- 
grade securities. Moreover, as in other 
branches of the investment market, the 
advances are warranted, in most cases, by 
improving conditions and expectations of 
higher earnings. 

The mergers and consolidations of which 
quite a number have been effected in re- 
cent weeks have also contributed to the 
movement, having had the effect of at- 
tracting interest to these securities. In 
connection with these mergers, consider- 
able credence is being given the theory 
that the trend in American banking 
circles is toward the methods employed 
so successfully in Canada, where a few 
banks dominate practically the entire 
banking system of the Dominion, This 
position is made possible through the 
“agency” method. The larger banks of 
Canada have agent institutions, or 
branches, in every important center of 
the country. The American bank mergers, 
constituting in many cases the absorption 
by larger institutions of banks already 
equipped with agencies, indicates that the 
movement is toward the agency system 
here, so far as the banking laws make 
this feasible. 


Inquiries from Readers 


This department of THe MaGazine, de- 
voted to “Banks and Banking,” was in- 
augurated to fill a need. It was believed 
that the business men-readers would find 
use for a clearing house of information 
on commercial banking; also that the in- 
vestor-readers would appreciate informa- 
tion as the investment qualifications of 
bank securities. . 

Since the department was adopted, a 
number of inquiries have been received on 
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various phases of commercial banking. 
The last inquiry of this sort was from a 
reader who didn’t mind asking for a good 
deal all at once. The inquiry read, in 
effect : 

“What facilities and services do banks 
offer which can be of practical, real use 
to the business man?” 

We say that this reader asks for a 
good deal all at once, because several 
books could be written in answer to him. 
In the interests of brevity, we sought the 
co-operation of the vice-president of one 
of New York’s important institutions. 
(We don’t know why we shouldn’t say 
that it was Vice-President Jones of the 
National Park Bank. It was.) The up- 
shot of our talk can be learned in the 
following brief summary of the services 
of a bank: 

Financial Needs—The right kind of 
banking connections assures business men 
of being able to meet their financial re- 
quirements as they arise. 

Advice and Suggestion—The more pro- 
gressive banks consider advice and sug- 
gestion to their clients one of their im- 
portant duties. Their officers are selected 
for their knowledge of practical business 
and their ability to give sound advice. 

Trust Business—Many of our modern 
banks have trust departments; acting as 


trustees under corporate mortgages; as 
fiscal agents, registrar and transfer agents: 
as depositary under reorganization agrcec- 
ments. 

Foreign Trade—The bank we talked 
has a foreign trade department equipped 
to supply its customers with full informa- 
tion regarding foreign merchants, mar- 
kets and trade conditions. Many other 
banks have similar departments. 

Introducing Principals—Banks are 
generally prepared to bring together the 
principals—buyers and _ sellers—in any 
business undertaking. 

It must be pointed out that the fore- 
going are but a few of the facilities and 
services the modern bank offers to busi- 
ness men. They are, also, equipped to 
give special services under special condi- 
tions which can only be pointed out when 
those special conditions are known. The 
purpose of this department of Tue 
MAGAZINE OF WALL STREET is to point 
out where such services can be obtained 
Inquiries from business men requesting 
information of this nature, and addressed 
to the Bank Editor, will be carefully and 
fully answered, either by letter or through 
the medium of these columns. No charge 
of any sort is made for such inquiries 
We are glad to give practical assistance 
whatever our services are asked. 





Bank Stocks as Investments 


Chemical, Equitable and Na- 
tional City 


Recommended for Investment of $3,000 


Banx Epttor, THe MAGAZINE oF WALL STREET: 

Sir: I wish to invest about $3,000 in the stock 
of about two or three New York banks. Kindly 
give me the benefit of your advice as to which 
banks would be mcst desirable to select for this 
purpose, having in mind safety of principal, in- 
vestment yield and possibility of receiving rights 
to subscribe to new stock through increase of 
capitalization, 


It would be a good idea for you to 
make your $3,000 investment in bank 
stocks by means of diversifying your 
holdings among the securities of the 
three following New York banks: The 
Chemical National Bank, Equitable 
Trust Company and the National City 
Bank. There are other attractive securi- 
ties in this group, of course, but these 
three have been chosen as possessing the 
greatest attraction from your viewpoint. 

By diversifying your holdings equally 
among the securities of these banks you 
will get 3 shares of Chemical National, 
3 shares of National City and 3 shares of 
Equitable Trust. On the basis of the 
present approximate price of these stocks 
you will have invested about $3,195 


which comes fairly close to the origina! 
estimate of your $3,000 investment. Th 
approximate price of Chemical National 
stock is $490 a share or an investment of 
$1,470 for the three shares purchased 
National City stock sells at about $310 
a share or an investment of $930 for the 
three shares, and the purchase of thre 
shares of Equitable stock at $265 a share 
involves an investment of $795, making 
a total investment of $3,195. 

Chemical National pays $24 a shar 
annually, Nationa! City pays $20 a share, 
and including the $7 a share return 
from the National City Company $22 a 
share, and the Equitable Trust pays $16 
annually as a regular dividend. Disre- 
garding all probable extra dividends, th 
total return on the nine shares of stoc: 
held would be $186 a year or a retur 
of 5.81% on the invested money, Thi 
is a slightly higher return than can b« 
obtained on gilt-edge bonds so from thi 
viewpoint alone, the investment is at- 
tractive. However, there are other at 
tractive features. 

These three issues possess a high de 
gree of safety. Book value of Chemica! 
National is $438 a snare against a mar 
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ket price of $490 a share; book value of 
National City, not including the National 
City Company, is $264 a share against a 
market of $310 a share and the book 
value of Equitable Trust stock is $240 a 
hare against a market of $265 a share. 

will be noted that in each case the 
ook-value is under the market value. 

owever, the difference is worth paying 
ior considering the high earning power 
and dividends of these institutions. 

Glancing at their records it will be seen 
that they have either paid large amounts 
n extra dividends or are in a position to 
io so. In fact, in each one of these in- 
stances the probabilities are strong that 
from time to time some form of extra 
dividend will be declared either through 
.ctual cash “extras” or through “rights” 
to new stock. The National City, for ex- 
ample, pays $16 regular and $% a share 
extra in quarterly disbursements of $1.00 
. share. Also it pays $2.00 a share an- 
nually as a return from its investment in 
the National City Company, making a 
total dividend of $22 a share. Capitaliza- 
tion of this company was increased from 
$25,000,000 to $40,000,000 in 1920, result- 
ing in “rights” to subscribers that at one 
time were worth $107 apiece. This made 
a very pretty dividend to shareholders. 
Surplus of this strong institution is about 
$25,000,000 above the capitalization of 
$40,000,000, so that there are further pos- 
sibilities of increase in the capitalization, 
although this may not take place for a 
considerable period. 

The Chemical National Bank pays $24 
a share annually and no extra dividends. 
However its surplus is $15,191,000 or 
over three and a half times the capitaliza- 
tion of $4,500,000, and this, at some 
future time, may permit the declaration of 
a stock dividend or distribution of 
“rights” to shareholders. Certainly this 
issue is gilt-edge. 

The Equitable Trust Company, in addi- 
tion to its regular dividend of $16 a share 
paid an extra dividend of 5% January, 
1920, and an extra dividend of 4% Janu- 
ary, 1921. This company has a comfortable 
surplus of $16,817,500 against a capital- 
ization of $12,000,000 with consequent 
possibilities by way of extra cash dis- 
bursements or distribution of “rights” to 
new stock. 

It will be seen from the above that 
there are strong possibilities that the 
present return on the investment will be 
increased in the future through extra cash 
dividends or “rights” to new stock. In 
any case, with a combined yield. based on 
present market prices, of close to 6% the 
issues enumerated are attractive. They 
are all valuable securities of strong insti- 
tutions ‘and offer a suitable medium for 
permanent investment. 





State Savings & Loan 


Of Quincy, Illinois—Why Sell It? 

Bank Editor, THe MacGAztIne or WALL 
STREET: 
Sir: 

Referring to the November 12th issue 
of your magazine, would appreciate any 
information you can give me as to how 
bank stocks compare with other stocks as 
investments. 

I have in mind my ten shares of State 
Savings Loan & Trust Co. stock, of 
Quincy, Illinois, $100 par value, dividend 
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record of past 10 years averaging about 
12%. Can get from 185 to 190 and con- 
template selling and buying U. S. Steel 
common, American Telephone & Tele- 
graph common or Union Pacific. 

Any advice you care to give me on this 
matter will be greatly appreciated. I 
desire a conservative investment, but 
would like to take advantage of the rise 
in security prices which I feel is bound 
to come in the next year or so.—W. S. E. 





Answering your first question, we be- 
lieve that bank stocks, in’ point of yield 
and security combined, and as a matter 
of practice, not theory, rank very close to 
the higher-grade preferred stocks as in- 
vestments. Although the comparison 
might be proven to be slightly far- 
fetched, we nevertheless feel that bank 
stocks, having a similar record of large 
dividend payments, both in cash and new 
stock, premised, of course, on large earn- 
ing power, can be compared with the 
highly regarded shares of the former 
Standard Oil subsidiaries as investments. 
We hold the belief that an investment 
once made in the shares of strong banking 
institution is, nine times out of ten, an 
investment worth “staying with.” 

Your shares in the State Savings Loan 
& Trust Company of Quincy, Illinois, 


of the largest institutions of its kind in 
New York and conducts a general bank- 
ing and fiduciary business. This growing 
institution is headed by a strong body of 
capable bankers and its steady growth 
during the years of its history is to a 
great extent attributable to their efforts. 

One of the most profitable branches of 
the company’s business is the distribution 
of new bond issues throughout the coun- 
try. In fact, Equitable Trust may be re- 
garded, from this viewpoint, one of the 
largest investment houses in the country. 
It has five branch offices at Chicago, 
Philadelphia, Altoona, Baltimore and San 
Francisco and these branches take care 
of a large part of the home office’s out- 
of-town business, In this manner the 
company is able to keep touch with dis- 
tant parts and as a result receives a large 
amount of business which otherwise 
might not come its way. 

The Equitable Trust Company is cap- 
italized at $12,000,000 in shares of $100 
par value. Total deposits aggregate over 
$200,000,000 and the surplus is $16,817,- 
500. 

Book value of Equitable Trust stock is 
estimated at $240 against a market price 
of $265 a share. In other words, the 
buyer only pays $25 a share in excess of 
the actual tangible asset value, which of 





| American Exchange National 
| Chase National 


Seaboard 


*Old stock, rights on. 








ACTIVE BANK STOCKS 
Quotations Showing Fortnight’s Advances 
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look to be well selected. The company 
has an excellent record and its stock, at 
recent quotations, is selling to yield about 
6.4%. We would not be inclined to sacri- 
fice a good investment of this sort. 

If you are determined to secure a 
higher yield, however, there is no doubt 
that it could be obtained without undue 
risk by investing in such high grade 
stocks as you mention. There are a num- 
ber of listed securities which, at current 
levels, would give you this higher yield; 
for example, American Tobacco at around 
130 yields over 9%; American Car & 
Foundry at 144 yields well over 8%; and 
Lorillard at 153 yields close to 8%. 
In the case of American Car & Foundry, 
the dividend has been earned, on the 
average, twice over in the past five years. 

Union Pacific around 140 yields 3.4%, 
and has earned its dividend on the aver- 
age 134 times in the past five years. It 
has splendid possibilities. 

We would repeat, however, that bank 
stocks are not to be lightly regarded in 
favor of more volatile issues. 





Equitable Trust Co. 
An Extremely Attractive Investment 
The Equitable Trust Company is one 


course, in the case of a bank means cash, 
Government securities and other gilt-edge 
collateral, According to these figures, the 
buyer gets the equivalent of $240 cash, 
Government securities and other liquid 
assets for his $265 and the extra $25 a 
share brings him a dividend annually of 
$16 a share. On this basis, the stock ap- 
pears decidedly attractive. The return on 
the invested money is a trifle over 6%. 
This is slightly above the average yield 
on equally good bank stocks and consid- 
erably above the yield on first-class 
bonds. 

In the past two years, Equitable Trust 
has paid extra cash dividends of 5% and 
4% respectively. This brought the divi- 
dend up to $21 a share in 1920 and $20 a 
share in 1921. It may be presumed that 
this policy will be continued as business 
conditions warrant. 

The bank is in a very sound condition, 
enjoys excellent prestige and is one of 
the big permanent factors in the trust and 
and investment business. It does a large 
business in letters of credit and other 
forms of banking. Considering these 
factors and the relatively low price of the 
stock, the latter offers an excellent oppor- 
tunity to conservative investors. 
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That Income Tax 


How to Interpret Important Clauses of New 
By LYLE T. ALVERSON 


HE new revenue act became law on 

November 23, 1921. In. addition to 

the provisions which have already 
been discussed in this magazine (issue 
of November 12, 1921), it contains other 
provisions of more than ordinary import- 
ance and interest. One of them is found 
in subdivision (c) (1) of Section 202, 
which introduces a new saving clause de- 
signed to protect from taxation so-called 
gains resulting from the re-arrangement 
of investment or capital holdings. 

Under the old law, every exchange of 
property for other property of a value 
greater than the cost of that disposed of 
resulted in taxable gain to the exchanger. 
Thus, a manufacturer owning a plant 
which originally cost $50,000, but which 
has a present value of $100,000, as the 
result of appreciation of ground values, 
cheaper money or other causes, could not 
dispose of it without profit taxable at high 
rates, even though he might merely desire 
to re-locate and to expand his facilities by 
investing the proceeds of the sale in a new 
plant. Likewise, an owner 


ufacturer, he cannot sell them for cash 
and reinvest without incurring tax liability. 
Oi course, the value of the bonds he ac- 
quires in exchange is immaterial; that is 
a matter of adjustment with his broker 
when arranging the exchange. He may 
take other bonds quoted at 90, bond for 
bond, or he may take other bonds quoted 
at 60, on a basis of one to one and one- 
half. 

If advantage is taken of this privilege 
conferred by the law, it naturally follows 
that in event of subsequent sale for cash 
of property received by exchange, any 
profit then realized will be based on the 
cost of the property first purchased—in 
the case we have supposed—at 60, with 
proper adjustments for any small payments 
or receipts of cash which may have been 
necessary to even up the intermediate 
exchanges. j 

The situation now presented may call 
for additional machinery, or a new use of 
old machinery of stock and bond ex- 
changes. Certainly, there will soon be 


Revenue Act 


Inasmuch as capital gains realized by saie 
or exchange have often accrued over a 
long period of years, it has been argued 
that to tax them in the one year of realiza- 
tion works an undue hardship. To 
cure this situation, the new revenue act 
provides that profits derived by the sale 
of investment or capital holdings owned 
for more than two years are taxable 
only at the flat rate of 123%4%, regard- 
less of the amount of such gains, and 
regardless of the amount of other in- 
come. Taxpayers with small incomes, 
assessable at lesser rates, may at their 

option elect to disregard this provision. 
Taken together, the provisions of law 
discussed above will go a great way to 
facilitate business in general, and invest- 
ment and reinvestment in particular. Since 
one-fourth to two-thirds of one’s capital 
or extraordinary gains will no longer be 
taken by taxation, funds available for 
investment in new ventures, and in stocks 
and bonds, will be increased by so much, 
and rearrangements of business invest- 
ments will no longer be 





of bonds purchased at 60, 


te 





but with a present value 
of 90, could not switch 
his investments into other 
securities of longer life 
or higher return without 
subjecting his accrued 
gain of thirty points to 
the fire of the income tax. 

The subdivision 
under _ consideration 
permits the exchange 








Mr. Lyle T. Alverson, a member of the Bar of the 
District of Columbia, recently an attorney in the of- 
fice of the Solicitor of Internal Revenue, and author 
of “American Income Taxes Cases,” is writing a 
series of articles on Income Tax problems as pre- 
sented by the new Revenue Act for The Magazine of 
Wall Street, of which the accompanying article is 
the second. 


unduly delayed. Surely 
this can be only of ad- 
vantage to business in 
general. 


Transfer Tax on Short 
Sales 

By express enactment 

(Section 1107), Congress 

has done away with the 

double transfer tax on 

short sales of stocks or 











bonds. Heretofore, a tax 





of property held for in- 
vestment or for pro- 
ductive use in business for other like 
property without liability of tax to the 
exchanger. Thus, the manufacturer 
whose plant cost him $50,000, but which 
has a present value of $100,000, may now 
exchange his plant for another of like 
value without incurring tax liability. But 
he cannot dispose of his plant for cash 
and reinvest such cash in a new plant 
without rendering himself liable to a tax 
upon the difference between the cost of 
his plant and its sale price. Doubtless it 
would require some thought to accomplish 
such an exchange, for it is not, of course, 
possible freely to exchange capital assets 
of substantial value for other like capital 
assets. A judicious use of corporate en- 
tities should, however, solve this problem 
without undue difficulty. 


Exchange of Bonds and Stocks 


Perhaps of more general interest is the 
situation of the investor in bonds or stocks 
whose holdings have appreciated in value, 
and who desires to switch them for one 
cause or. another. Under the new pro- 
vision of law, he may do so without liabil- 
ity of taxation of his accrued gain if he 
exchanges his investments for others. 
Thus, the man who bought bonds for 60 
which now are quoted at 90, may without 
tax liability exchange them for others 
more attractive to him. But like the man- 
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a demand from investors for facilities 
to effect exchanges of bonds and invest- 
ment stocks in order:to avoid income 
taxation, and it is quite possible that 
such transactions will in the future 
form a substantial part of the daily 
business of recognized exchanges. 


Capital Net Gains 


The provision of law just discussed 
should not be confused with the provisions 
of Section 206, also new. This section is, 
like the section just discussed, designed 
to alleviate the burden of income taxation 
in the case of disposition of investment 
or capital holdings. As has been pointed 
out, under the new law no taxable gain 
is derived by the exchange of such hold- 
ings for other property of like kind or 
use, even though the value of the property 
received is greater than the cost of that 
disposed of. In addition to that relief, 
Congress has in Section 206 granted a 
further measure of relief to owners of 
capital or investment property who may 
sell or exchange it for cash or for property 
of a different kind. 

Under the old revenue act, the gain 
realized upon the sale or exchange of 
capital assets, including investment prop- 
erty, was decided by the Supreme Court 
in the well-known case of Brewster v. 
Walsh, to be taxable like any other gains. 


of two cents has been 
assessed on each sale, loan, purchase and 
return of every $100 par value stock made 
in connection with a short sale. Thus, 
every such sale cost $8 in transfer taxes 
per hundred shares sold, although a long 
purchase and sale of a similar amount of 
stock cost only $4 in transfer taxes. After 
the effective date of the amendment, only 
$4 per hundred shares in transfer taxes 
will be payable in connection with short 
sales. The amendment becomes effective 
on January 1, 1922. 


Decisions of the Supreme Court 


The recent decisions of the Supreme 
Court of the United States in the cases 
of Rockefeller v. United States, and United 
States v. Phellis, have given rise to some 
little discussion, with particular reference 
to their bearing on the famous stock- 
dividend decision. In 1920, the Supreme 
Court decided by a vote of five to four 
that corporate dividends payable in the 
stock of the declaring corporation were 
not income, and consequently not taxable 
as such to the recipient. The reasons 
given were that after a stock dividend, 
each stockholder has no more than he had 
before; that his relative ownership of the 
whole stock remained unchanged, and that 
the net result was only a proportionate 
increase in the number of shares owned 
by him. 
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With this precedent before it, the Su- 
eme Court was called upon to decide 
hether corporate dividends payable in 
ck of another corporation were taxable, 
hen the corporation whose stock was 
stributed was an offspring of the original 
mpany, and was created with the dis- 
ibution in view. Concretely, the Prairie 
il & Gas Company owned in 1914 a refin- 
ing business and a pipe line business. For 
ficient reasons, it was determined to 
gregate the pipe line business. It caused 
e Prairie Pipe Line Company to be 
rmed; it transferred the pipe line busi- 
ss to that company in exchange for all 
the latter’s stock, and distributed the 
«ck so received to its stockholders as a 
vidend. 
\fer these transactions, the stockholders 
i the Prairie Oil & Gas Company owned 
| of the shares of that company, and 
| of the shares of the Prairie Pipe Line 
ompany. Since the combined total of 
these shares had behind them 
ssets than did originally the shares of the 
rairie Oil & Gas Company, the value of 
‘he old shares and the new shares together 
as no more than the value of the old 
alone before the dividend was 
ade. In other words, the stockholders 
ere no richer after the dividend than they 
vere before it. Did this transaction re- 
ilt in income to the stockholders? Mr. 
‘ockefeller thought that it did not; the 
supreme Court took the opposite view. 
This transaction differs from a_ stock 
vidend, said the Supreme Court, in that 
ere what was received was not more stock 


no more 


lares 


the same company, but new stock of a 
ifferent company. It is that the 
cipients of the dividend were no richer 
umediately after the dividend than they 
ere immediately before it, but that, said 
1e Court, is true of the payment of every 
vidend. Purchasers of stocks must have 

mind the likelihood of extraordinary 

ividends, and possible tax thereon, and 
ie price is regulated accordingly. The 
ew shares were property of exchange- 
le value, of a kind different from the 
ares representing the capital investment, 
vered from them, and hence, the Court 
iid, constituted gains, profits and income. 
Certainly the cases considered by the 
ourt were different from the cases of 
rdinary stock dividends. That the prob- 
m was of great difficulty is shown by 
he dissent of two of the Justices. In 
hese circumstances, the layman can do 
ittle more than remember that divi- 
lends of this character are taxable, re- 
gardless of the reasons, and, when pur- 
chasing stock of a corporation expected 
to segregate its business, to fix his of- 
‘ering price with a possible tax in mind. 
The new revenue act does not exempt 
rom tax dividends made in the particular 
nanner described, although it is possible 
hat some of the new relief provisions 
night be availed of to meet the situation 
by altering in some respect the scheme of 
segregation. 


true 





How About the Consumer? 


Reader Asks Two Searching Questions About Farm Co-operative Movement 


THe following letter, from a reader of 
THE MAGAZINE OF WaLL STREET, 
will be found of interest in connection 
with the article “Is Farm Co-operative 
Movement a Menace to Business?” ap- 
pearing in our issue of November 26. 
Editor, THe MAGAZINE oF WALL STREET. 
Sir: I have read, with no little in- 
the article on the 
farming 


terest, co-operative 


movement in our community 


The 


own 


which appeared in your last issue. 
article crystallizes a few of my 
thoughts en the same general subject, 
which I write here in the hope that you 
may find them interesting. 

In the first place, it seems to me that 
this great project—to band together the 
United States and 


consolidate what is at least one-third the 


farmers of- the thus 


country’s purchasing power—if it even 
approaches a successful consummation is 
likely to have more far-reaching results, 
is likely to affect more classes and more 
than any other 


of a social revolution, 


industries, 
short 
have. 


movement, 
could ever 
It involves, as your correspondent 
failed to point out, practically 
the entire established order. 

This being so—and I imagine you will 
agree with me that it is so—it seems to 
me that it is high time the individual 
and 
this country woke up and informed him- 
self on the subject. 

And I mention this point because, in my 
people 
know anything about the movement; and 


has not 


business man individual citizen of 


experience, comparatively few 
only a few more know anything about 


the farmers, 
How to Interest the People? 


How to interest people in this move- 
wake them up to its 
pur- 


ment? How to 
ramifications, its potentialities, its 
poses and probable results? I know of 
no better way than to center the discus- 
And I would 


like, immensely, therefore, to see another 


sion in the individual. 
article on the subject showing just where 
the consumer will “come in” on this proj- 
ect the primary purpose of which is to 
aid the farmer. 

For example, I realize that one of the 
main purposes of farmer co-operation is 
to put distribution of farm products on 
an efficient basis. We have all of us had 
dinned into our ears for many years past 
the theory that inefficient distributing 
methods have resulted in prices demanded 
of the consumer four, even five 
times as great as the prices received by 
the farmer. Furthermore, it is admitted 
that the so-called “middle-man” is re- 


three, 


sponsible for this pyramiding of profits. 
And so it is pleaded that, if the distri- 
bution of farm products 
the hands of the farmer, and the middle- 


were only m 


man thus dispensed with, the farmer 
would get a fairer share of the value of 
his output. 


Yes—but how about the consumer? If 
the middle-men of today are responsible 
for the high prices we pay, would we 
be any better off to shift control to the 
farmer? Putting it another way ‘round, 
if entire control of his product were in 
the farmer’s hands from the time of 
planting to the time of marketing, could 
not the consumer be far more easily 
victimized and profiteered upon? 


As to Legislation 


Another point: As your correspondent 
has already pointed out—and as several 
other equally authoritative writers have 
pointed out also—this farm co-operative 
movement has intrenched itself so se- 
curely in our legislative halls that a prac- 
tically uncontrollable bloc has been built 
up at Washington and legislation jammed 
through almost without regard for logic 


More- 


over, this legislation is for one purpose— 


or consideration of consequences, 


to benefit the farmer. If such remarkable 


results can be achieved by the semi-or- 


ganized farmers of today, what results 


would not be achieved by the fully 
organized farmers of tomorrow ? 
Have the voting citizens of the country, 
with the memory of the prohibition 
bill’s passage still fresh in their minds, 
considered this phase of co-operative 
farming? Does the consumer fully 


realize what it might lead to? 


Looking for Light 


The foregoing includes but two phases 
of the farm co-operative movement which 
I consider to be of direct and vital con- 
sequence to us city-dwellers as consumers, 
taxpayers and voters. ] hasten to add, 
however, that I would not have my re- 
marks construed as a diatribe against the 
farm co-operative movement; nor would 
I care to give the impression that I am 
unalterably opposed to this movement; nor 
that I dread its consequences. My only 
purpose is to shed a little of the light of 
day on the possible consequences of this 
movement, in the hope that some author- 
ity, realizing that my thoughts ac au 
average man’s thoughts, will be gooa 
enough to set me right if I am wrong 
or, if I am right, to admit it. 

As a matter of fact, I believe that a 
prosperous farm community is the essen- 
tial to the nation-wide prosperity of any 
country; and I am almost inclined to 
say that any moment that would assure 
such prosperity deserves whole-hearted 
and unsuspicious support.—R. 







































The Bond Market 
What to Do With Profits on Short Term Bonds 


Why the Present Is a Good Time to Take these Profits—Switching into High-Grade Preferreds 


ONDS are still going up! After a 

month of steady advance, with prac- 

tically no setbacks, prices for long 
term jssues have risen to a level where 
the better grade bonds are selling to yield 
only a little over 6%. Many issues yield 
even less than that and one who has money 
to invest hesitates at the present time, won- 
dering if a reaction is not due. 

In spite of the extended rise that has 
taken place in the bond market, prices are 
still considerably below pre-war levels. 
With general business conditions gradually 


By R. M. MASTERSON 


sent out bulletins advising their clients not 
to purchase any new issue until after it 
was admitted to trading. 

However, with the recovery in the gen- 
eral market the short term bonds have been 
carried along with the others. Today most 
of the good short term bonds are selling 
at a premium, whereas only a few weeks 
ago a large part of them were offered at 
quite a sizable discount. 


Short Term Issues at Premiums 


It must be readily understood by prac- 








Bond 
Am, Tel. & Tel. 6s, 1922 
Am, Tel. & i 6s, 1924 
Anaconda 7s, 1929 
Anglo-American Oil 7%s, 1925 
Armour 7s, 1930 
Copper Export. 8s, 1922 
Copper Export, 8s, 1923 ....... sesmeswenseast 


Copper Export. 8s, 1925 
Cudahy Packing 7s, 1923 
Galena Signal Oil 7s, 1930 . 


Humble Oil 7s, 
Kennecott 7s, 1930 
Nat'l Cloak & Suit 8s, 
Nat'l Leather &s, 1925 


Solvay 8s, 1927 
Southwestern Bell Tel. 7s, 
8. 0. N. Y¥. 7s. 5 


Swift 7, 1 
Western Elec. 7s, 


1925... 











Table I—High Priced Short-Term Bonds 


Gepper Bapert. Ge, BOO6 .....cccccsccccccccces 


Sears Roebuck 7s, 1922 ....... 2.66.66 sceeees ; noaree 
Sears Roebuck 7s, 19238 ............ 2c cece ee eeeenntss 


Present 
Market 


Call Low Price 
1921 














returning to a more nearly normal basis 
and with Federal Reserve Bank Statement 
showing a continued betterment in the 
country’s finances, week after week, it is 
highly possible that the upward swing in 
the bond market may continue, unchecked, 
for another month or more. At any rate 
the stage is set for something more ahead. 

But there are some bonds which will go 
probably just so high and no higher—the 
short term issues that are callable at prices 
slightly in excess of par. Over the past 
two years a great many issues have been 
sold that mature within a comparatively 
short time. A large majority of the high 
grade companies that have been in need 
of financing have chosen the short term 
note precisely for the reason that they were 
confident of the country’s quick return to 
normalcy when they would be able to re- 
fund their early maturities on a decidedly 
cheaper basis. On the other hand, many 
investors were attracted to these short 
maturing issues by the high coupon rates 
combined with the then uncertainty of the 
future. 

During the depression of the past year 
a great many of these short term issues 
sold at a considerable discount and, in fact, 
so generally did each new issue sell down 
from the original offering price that sev- 
eral of the “Investors’ Agencies” actually 


tically all the readers of THe MaGazINe 
or Watt Street that an early maturity 
bond cannot sell very much above par and 
unless the investor has some particular 
reason for keeping his funds in this class 
of issue he will do well to take his profits 
while the bond js selling at a premium. 
Furthermore, if interest rates continue 


which each has sold during this year; the 
present market price; and the call or re- 
demption price. Evidently none of these 
issues is likely to go very much higher. 

The question arises, however, as to what 
to reinvest the funds derived from the 
sale of these short term bonds in to good 
advantage at the present time, since long 
term bonds have had such an extended 
advance and are selling at such diminished 
yields compared with only a few weeks 
ago. Before answering the question the 
reader’s attention is drawn to the gen- 
erally accepted cycle of business conditions. 


The Cycle of Business 


The cycle of business conditions usually 
repeats itself (roughly) about every ten 
years and the various economic events 
which go to make up the cycle usually 
occur in the following sequence: 


. Falling Bond Prices 

. Falling Stock Prices 

. Falling Commodity Prices 
. Falling Land Values 

. Falling Money Rates 
Rising Bond Prices 

. Rising Stock Prices 

. Rising Commodity Prices 
. Rising Land Values 

. Rising Money Rates 

. Falling Bond Prices 


—SOMNAunAWNHe 


Our position in the cycle at the present 
time is very plainly somewhere between 
5 and 7. Money rates have fallen consid- 
erably, bond prices are rising and stock 
prices have likewise shown some response. 
Stock prices, however, will always show 
a much more extended rise than bond 
prices and in spite of the fact that stock 
prices are quite a little above their low 
levels of this year, there is still considera- 
ble room for further appreciation, 








Corn Products 7% cumulative 
Studebaker 7% cumulative 

Allied Chemical & Dye 7% cumulative . 
North American 6% cumulative 

General Motors 7% cumulative debenture 
Famous Players-Lasky 8% cumulative 





Table II—High Yield Preferred Stocks 


Recent Price 


100 
41 (par $50) 
82 

















downward a point will soon be reached 
where some companies will find it profita- 
ble to call in their high coupon rate issues 
and put out a 5 or 6% security. By 
that time the investor will find it hard 
indeed to reinvest his funds in a sound 
issue that will give him any kind of a 
return. 

Table I which accompanies this article 
lists a number of short term issues which, 
in the opinion of the writer, might, if held, 
be sold to good advantage at the present 
time. The list gives the low point at 


Thus the writer feels convinced that 
good preferred stocks may be advan- 
tageously bought. It is not necessary 
to obtain safety in a preferred stock 
by selecting only the old line favorites 
such as U. S. Steel, Woolworth, Ameri- 
can Car & Foundry, National Biscuit, 
American Locomotive, and others that 
sell from 110 to 120 or more and yield 
little better than high grade bonds, but 
there are a number of preferred issues 
available of companies that are in the 
soundest kind of financial condition and 





which are reasonably safe for all ordi- 
nary requirements. Even at the present 
time it is possible for the careful in- 
vestor to make up a list of good pre- 
ferred stocks that will yield him quite 
tle above 7% on the average. 
n Table II a list of six preferred 
ks is suggested. The issues are 
d according to their safety in the 
nion of the writer. The combined 
erage yield is 7.58% and each com- 
ny represented is in a strong financial 
dition and showing satisfactory 
rnings at the present time. The last 
) issues recommended (General Mo- 
and Famous Players) will be con- 
red by some as somewhat specula- 
but it is the writer’s belief and 
iction that the high yields on these 
issues are due more to unfounded 
udices against the stocks on the 
t of the investing public rather than 
ny unsoundness in the companies 
iselves. 
the selec 


ere are the reasons for 


s of these stocks: 





Corn Products 
7% Cumulative Preferred 








rn Products Refining Company is one 
he most strongly imtrenched industrial 
panies whose securities are listed on 
New York Stock Exchange. In 1913 
ederal Government filed a suit against 
company and subsidiaries charging a 
ition under the Sherman Anti-Trust 
The suit eventually went against 
he company and according to the decree 
nded down by the U. S. District Court 
larch, 1919, the company was ordered 
livest itself of certain of its plants. 
Court order eventually worked to 
sreatest advantage of the company, for 
wrced the disposition of certain plants 
boom period when fancy prices could 
btained, 

msequently the company is rich in cash 
in a most exceptional position. A 
nee sheet, dated December 31, 1920, 
ed current assets of $35,516,972 against 
ent liabilities of $13,812,185. Of the 
ent assets, cash and demand loans 
ney on call) amounted to over $13.- 
000. Inventories stood at only slightly 
$6,000,000 and the balance was made 
up of notes and accounts receivable and 
unts due from affiliated companies. 
company was practically free from 
current debt and owed the banks nothing, 
current liabilities being made up prin- 
lly of “reserve for taxes” of $9,763,265, 
balance being miscellaneous current 

s in process of payment. 
orn Products 7% cumulative preferred 
‘k is outstanding in amount of $25,- 
933. It is preceded hy miscellaneous 
nded items of $6,594,660 and $49,784,000 
mmon stock. According to the balance 
heet of December 31, 1920, the net assets 
hind this preferred stock amounted to 
over $410 per share then outstanding. 
Earnings for 1920 were equal to six times 
preferred dividend requirements and for 
the past five years have averaged about 
five times such requirements. Even this 
year (1921) when most industrial con- 


cerns have been . showing _ sizable 
losses, Corn Products reports net income, 
after all charges, for the nine months to 
September 30, of $5,058,480, or nearly 
four times preferred requirements for 
the period of $1,303,417. 

The company is in most excellent finan- 
cial condition, amply supplied with cash, 
and the satisfactory earnings showing over 
the past nine months of depression speak 
for the company’s ability to cover pre- 
ferred requirements under almost any 
conditions which may come about, 





Studebaker Corporation 
7% Cumulative Preferred 











Studebaker Corporation is another com 
pany that has been operated successfully 
under the general readjustment conditions 
and has worked itself into a position of 
financial strength that will not easily be 
shaken. The automobile industry, as a 
whole, has probably felt the effects of de- 
flation as severely as any, but the quality 
of the Studebaker cars and the real value 
for the price has kept that company’s sales, 
this year, running even ahead of 1920. 

The company has no funded debt of any 
kind and its 7% cumulative preferred stock 
is outstanding only in amount of $9,800, 
000, being followed by $60,000,000 common 
stock. This common stock is paying divi- 
dends at the rate of 7% and at its present 
market price of about 75 indicates an 
equity for the preferred of over $45,000,- 
000, or more than $457 per share out- 
standing. 

A recent statement covering the first 
nine months of 1921 showed sales of $80,- 
593,998 compared with $73,374,153 for the 
same period of 1920. Net income, after 
deducting all charges including reserve for 
taxes, amounted to $9,644,326 as against 
$9,765,851 for the first nine months of 1920. 
These earnings amounted to nearly 100% 
on the preferred stock in nine months or, 
stated differently, earnings so far this year 
have amounted to more than 18 times pre- 
ferred stock requirements for the nine 
months. 

Studebakers’ latest balance sheet, dated 
September 30, 1921, showed current assets 
of $40,938,869 against current liabilities of 
$8,233.228. Of the current assets over 
$13,000,000 was in cash and sight drafts 
and $1,800,000 in investments. According 
to this balance sheet the net tangible as- 
sets, excluding goodwill and trade name 
(undoubtedly valuable) amounted to $69. 
439,597, or more than $700 for every share 
of outstanding preferred stock. This bal- 
ance sheet further shows that since Jan 
uary 1, 1921, the company has increased 
its cash items by about $8,800,000; en- 
tirely paid off bank loans of $8.500,000; 
and reduced inventories by $7,500,000. 

In addition to a corporate surplus of 
$15,396,874 the company has set up a 
“Special Surplus” for the benefit of the 
preferred stock, which amounts to $4,050,- 
000 and is sufficient to alone take care of 
preferred dividends for a period of nearly 
six years. The company is in such sound 
condition that it could withstand an in- 
definite period of dull business and the 
safety of the preferred stock seems un- 
doubtable. 





Allied Chemical & Dye 
Corporation 
7% Cumulative Preferred 











Allied Chemical & Dye Corporation was 
created not quite a year ago as a con- 
solidation of five well known and old 
established companies whose business em- 
raced practically every branch of the 
chemical industry. The consolidating com- 
panies were Barrett Company, General 
Chemical Company, National Aniline & 
Chemical Company, Semet-Solvay Com- 
pany and the Solvay Company. 
Each of these companies, possibly except- 
ing National Aniline, had long records of 
satisfactory earnings and dividend dis- 
bursements. 

The new company, Allied Chemical & 
Dye, has $5,420,000 outstanding in mis- 
cellaneous funded debt; $37,326,400 7% 
cumulative preferred stock arid 2,143,455 
par value common stock. 
This common stock pays dividends at the 
rate of $4 per annum and at its present 
market price of 55 indicates an equity for 
the preferred of about $318 per share 

Allied Chemical has given out no de- 
tailed figures of earnings, but the con- 
solidated statement of the merged com- 
panies for the year 1920 showed net income 
from operations, after depreciation and 
taxes, of $27,205,062—the equivalent of 
over ten times dividend requirements on 
the present preferred stock. It is true that 
this figure did not take into consideration 
a write-off for inventory depreciation of 
$10,226,688, but even after taking out this 
item the balance amounted to nearly seven 
times preferred requirements 
The consolidated balance sheet of De- 
cember 31, 1920, evidenced current assets 
of $95,637,987 as against current liabilities 
of $25,624,394. The company had over 
$22,600,000 in cash and marketable securi- 
ties alone. The net tangible assets, ac- 
cording to this balance sheet (excluding, 
of course, good will, patents, etc.), 
amounted to $157,441,710 or about $440 
per share of preferred. This figure was 
arrived at after deducting reserves of all 
description amounting to over $70,000,000. 
which appears to be ultra conservative. 

Allied Chemical & Dye Company's 
products are so diversified that some one 
or more of them is used in practically 
every known industry. In fact, there is 
practically no article used by man today 
that has not at some time come in contact 
with or been treated with some of the 
chemicals or other products as are turned 
out by the company. Business this year 
has probably been dull in sympathy with 
other lines, but even in periods of ad- 
versity the company should have little dif- 
ficulty in meeting its preferred require- 
ments 


Pre CESS 


shares of no 





North American Company 
6% Cumulative Preferred 











In the September 17th issue of Ture 
MAGAZINE OF WALL Street an article 
appeared on the North American Com- 
pany which analyzed in detail both the 

(Continued on page 209.) 





What Fixed Rate Sterling Bonds to Buy | 


Many Securiiies in This Class Highest Grade Investments—Profits to Maturity 


of the more prominent bonds, pay- 

able at a fixed rate in collars in the 
United States, has attracted attention to 
this type of investment. 

There are comparatively f:w securities 
is.ued in other than dollar currency that 
are payable in the United States at a fixed 
rate of exchange. Most of those that have 
been issued in this manner, however, are 
particularly desirable investmcnts and they 
have been absorbed in large quantities by 
the merican investors. The ‘ssues in this 
class that the American investor is most 
familiar with are the Argent nz 5s of 1909, 
the Japanese 44%s due 1925, the Japanese 
4s due 1931, and the Grand Trunk sterling 
issues. In addition to this, however, there 
ere several cther issues that lave particu- 
larly attractive features, anl they have 
Leen purchased to a large exte it by Ameri- 
can investors. Among these cre the Uru- 
vuay 5s of 1919, City of Conenhagen 4s of 
1901, and the Kentucky & Indiana Termi- 
nal Railroad Ce, first morte. ge 4%s due 
196] 

Investment Features of the Bonds 


Most of the fixed rate sterling bonds 
are government obligations. They enjoy, 
therefore, not only the usual investment 
characteristics of external government 
loans, but they also have the added at- 
tractive feature of being paya le, principal 
and interest, in dollars at a fixed rate. of 
exchange. This is a particularly desira- 
ble feature, in that the investor is able to 
ascertain exactly what his incc me and yield 
will be. Owing to the depreciation in 
sterling exchange and the fact that these 
bonds have mostly been held in London, 
it has been possible for the American in- 
vestor to buy them at a better percentage 
of par than the English investor. Ster- 
ling exchange, however, does not enter 
into the payment of either principal or in- 
terest so that the investor dees not specu- 
late in that respect. 

In order to facilitate trading in these 
securities the Association of Foreign Se- 
curity Dealers of America has issued a 
ruling to the effect that— 


‘ie recent advance in prices of some 


“Bonds issued in £ sterling and payable as to 
both principal and interest in <& sterling and in 
1. S. dollars at fixed rates of exchange and which 
are not listed en the New York Stock Exchange, 
are not nart cf an issue listed on the 


ert which 
Stock Exchange, shall be quoted as 


New Yor's 
follows ° 
(a) Canadian bends shall be quoted in per 
cent of their fixed dollar equivalents and they 
shall be queted plus accrued interest sim- 
ilarly calculated. 
(b) All other such issues shal! be quoted in 
per cent plus accrued interest, calculated as 
follows: 
Principal at conventicnal basis that $5.00 
par value equals £1 par value; interest at 
the fixed rate on bond.” 


The effect of this ruling is that fixed rate 
londs are quoted in per cent in dollars, 
2 cording to the equivalent dollar value, 
ficuring the £ sterling at $5. Interest, 
however, is figured on the basis of the 
fixed exchange rate. 

The adjoining table shows the principal 
foreign bonds payable at a fixed rate of 
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exchange that have been sold throughout 
the United States. It also shows the pres- 
ent price, the interest received per £200, 
or $1,000.bond, and the value at maturity 
or when drawn, 


ARGENTINE 5s OF 1909 
One of the Most Attractive Issues 


The Argentine 5% internal gold loan of 
1909 is one of the most attractive govern- 
ment issues that has been dealt in in the 
United States. Part of this issue is listed 
on the New York Stock Exchange, and 
when the loan was first offered £2,000,000 
of the £10,000,000 issued were sold in the 
United States. Of the balance, £2,960,000 
were sold in London, and the rest in Paris 
and Berlin. The amount now outstanding 
is £8,640,800. This loan is issued in de- 
nominations of £1,000, £200, £100 and £20, 
with their equivalents in pesos, dollars, 
sterling, francs and reichsmarks expressed 
on them. 

Principal and interest are payable in 
New York at the fixed exchange of $0,973 
per peso, which is equivalent to $4.86% 
per £ sterling. The bonds of this issue 


secured, in addition to being obligations o: 
the Japanese government, by a first charg 
upon the annual net revenues of the In 

perial Japanese Government Tobacc 
Monopoly. The bonds are payable, princi 
pal and interest, at fixed rates of exchang 
in New York, London and Switzerland, 
and the second series also in Berlin. Th 
4s of 1905, due 1931, are payable in Lon 
don in sterling; in Paris at the current 
rate of exchange, the minimum rate to ? 

fes. 25 per £ sterling, and in New Yor 

and Berlin at fixed rates of exchang 

The Japanese government, although a pa: 
ticipant in the World War. prospere! 
greatly as a result of the war. The cred 

of the country is considered to be amor 

the best and Japanese bonds have gener- 
ally sold higher in London than most othe 

government issues, 

URUGUAY 5s OF 1919 
Popular, Although Comparatively Sma! 
One of the most popular issues wit 
American investors has been the Republi 
of Uruguay external gold 5s of 1919. The 
loan was brought out in London and it i 











the United States. 


Security 
Argentine 5s of 1909 (£20 pieces) unlisted 
City of Copenhagen 4s of 1901 
Costa Rican 5s of 1911 
Grand Trunk First 3s, due 1962 


Grand Trunk Lake Superior 4s, due 1955 
Japanese 4s, due 1931 (large) 
Japanese 4%s, due 1925 


City of Lima, Peru, 5s of 1911 
Uruguay 5s of 1919 








PRINCIPAL FIXED RATE STERLING BONDS 


The following table shows the principal fixed rate sterling bonds that have been active in 
This list shows the price 1s of November 30, the par dollar value, the 
amount of interest received annually, and the straight annual income. 


Grand Trunk Prairie or Mountain Section 4s, due 19565.. 


Kentucky & Indiana Terminal First 4%s, due 1961 


Interest Straight 
Received Income 
6.9% 


Per Dollar 
Value 


$973.00 
00 


Price 
Nov, 30 


o 
~ 
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that are listed on the New York Stock 
Exchange sell higher than those that are 
not listed, and the £100, £200 and £1,000 
pieces also sell higher than the £20 de- 
nominations. An investor who buys bonds 
of .this issue should consider this point 
in making his purchase. 
Argentina is the strongest 


country 
financially of any of the South American 


republics. It recently has obtained a loan 
of $50,000,000 in the United States, and 
negotiations are understood to be under 
way for a further loan of $50,000,000 with 
New York bankers. The financial record 
of the country is exceptionally good and 
its credit rating is extremely high. The 
country is more highly developed economi- 
cally than any other South American na- 
tion, and its exports are more diversified 
than that of any other country in South 
America. It has been estimated that there 
is practically $5,000,000,000 invested in Ar- 
gentina by foreign interests, of which about 
one-half has come from Great Britain. 
Other issues listed on the New York 
Stock Exchange are the Japanese 4s, due 
1931, and the Japanese 414s, due 1925. The 
4%4s were issued in two series. Both are 


a comparatively small one, amounting t 

£605,000. All of the bonds are in £20 d 

nominations and the loan is secured by 

first mortgage on the Uruguayan Ea: 
Coast Railway, Limited, and the gover 

ment guarantee formerly paid to this rai 

way is applicable to the payment of sink 
ing fund and interest of these bonds. Th 
money for this guarantee is provided b 

funds secured through the hypothecatio: 
of 45 per cent of the gross customs receipt 
of the Republic. This loan is payable i: 
London, Montevideo and in New York a 
fixed rates of exchange. The Republic o 
Uruguay has a remarkable sound financia 
record and the country is one of the mos 
progressive in South America. Its gov 

ernment is quite similar to our own. Edu 
cation is compulsory and there have bee 
no serious political disturbances for year; 
The country’s chief industry is cattle. Th 
estimated national wealth is over two an: 
one-half billion, and the debt is less tha 
two hundred million. The population is 
almost exclusively engaged in agricultura 
pursuits, but in a strictly modern way} 
Cattle are raised in enormous quantitie 
and for markets far distant from Uruguay 
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KENTUCKY & INDIANA TERMINAL 
4%S 
Freely Purchased by Americans—Joint 
Guarantee 


Another issue that has been purchased 
\ite freely by American investors, and 
i which there are few bonds left in the 
arket, is the Kentucky & Indiana Termi- 
il Railroad Company first mortgage 4%s, 
ated January 3, 1911, and due January 1, 
41. These bonds are payable, principal 
nd interest, at the fixed rate of $4.8665 
er £ sterling. 

The bonds of this*issue are guaranteed 
jintly and severally as to principal and 
nterest by endorsement by the Southern 
‘ailway Company, Baltimore & Ohio Rail- 
oad Company and the Chicago, Indianap- 
lis & Louisville Railway Company. They 
re also secured by a first mortgage on the 
ntite property now owned by the Termi- 
al Company or any acquired in the future. 


Two Municipal Issues 
There are two municipal issues in the 
idjoining list of bonds that are payable 
t a fixed rate of exchange in the United 
States, one of which is a high-grade in- 
estment and the other must, for the pres- 
nt, be classed as a speculative issue. The 
rst is the City of Copenhagen 4s of 1901, 
which is payable in New York at $4.85 per 
é sterling, and is also payable at fixed 
exchanges in Paris, Amsterdam, Hamburg 
ind Frankfort. Denmark is one of the 
eutral European nations which profited 
considerably from the World War. It has 
regained the larger part of the Province 
i Schleswig, a rich farming and dairying 
listrict. The value of its wealth has thus 
sreatly been enhanced and consequently 
the taxable resources of the country have 
dvanced. Copenhagen, the capital of the 
ountry, is the chief seaport and leading 
ommercial city in the kingdom. It holds 
. strategic position for world trade, owing 
to its location on one of the largest harbors 
it Europe, at the entrance of the Baltic 
Sea 
The other issue is the City of Lima, 
Peru, 5s of 1911, which are payable at a 
xed rate of $4.80 per £ sterling. While 
the present time this is not. as high 
grade an investment as some of the other 
issues in the list, yet at the same time the 
future of Peru is fairly well assured and 
the resources of the country are enormous 
in proportion to its population. Like many 
countries, Peru has suffered from depres- 
sion followed the World War, and as soon 
as it recovers from its present condition, 
it will be a country that will offer great 
opportunities for American investors. It 
is worthy of note that one of the large 
banking institutions in the United States 
has sent down to Peru a commission for 
the purpose of reorganizing its finances, 
and that as soon as this commission re- 
ports, a large loan is to be extended to 
the government of Peru. The 5s of 1911 
offer an attractive speculative opportunity. 
American interests have been quite ac- 
tive in Peru for a great many years and 
this is also true of Costa Rica. One of 
the loans in the list mentioned above is 
the Costa Rican 5s of 1911, payable in the 
United States at the fixed rate of $4.86. 
American interests are quite extensive in 
this country, and the people of Costa Rica 
are. looking forward to further expansion 
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of its natural resources through the in- 
vestment in that country of American 
funds. The country’s location in Central 
America, in close proximity to the Panama 
Canal, makes its stability a matter of pe- 
culiar interest to the United States Gov- 
ernment. 








GR/.:-> TRUNK ISSUES 
Guarantecd by Dominion of Canada 
There are several Canad.an sterling is- 

sues that are payable at a fixed rate in 

the United States, and in the list adjoin- 
ing there are given three that have beciw 

(Continued on page 204.) 


An Interesting Bond Situation 


New York Telephone Company’s New Mortgage 5s Compared 
With Old Debentures—Both Bonds Good Investments 
By CUTHBERT C. ADAMS 


ITH the recent offering of $50,- 

W 000,000 New York Telephone 

Company refunding mortgage 

6s, due October 1, 1941, an interesting 

situation has developed with regard to 

the debenture 6s of the same company, 
which are due February 1, 1949. 

Under the terms of the indenture under 
which the debentures were issued, it was 
provided that in the event of the creation 
of any further mortgage, these deben- 
tures should be secured ratably therewith. 
These bonds, therefore, are now secured 
equaily under the refunding mortgage 
which covers the new 6s. 


Points of Difference 

There are several points of difference 
between the two issues, and a compari- 
son discloses the attractiveness of the 
older issue for a permanent investment, 
A sinking fund operates in each case, 
amounting to $1,000,000, payable quarterly, 
for the new issue, which is to be used 
for the purchase of bonds, if obtainable 
at not exceeding 102% and interest. This 
will be effective from a market standpoint, 
but as a definite means of retiring bonds 
will not be of great weight if interest 
rates go on a permanently lower basis, 
as it can be naturally expected that a 
bond of this character would normally 
sell at a level above 102%. 

The sinking fund on the debenture 6s, 
of which $25,000,000 were originally issued, 
amounts to $375,000, payable semi-annually, 
to be used in the purchase of bonds either 
in the market, or by tender to the trus- 
tee if obtainable at less than 110. If 
bonds are not obtainable under 110 the 
trustee is requircd to draw bonds at that 
figure. Furthermore, all bonds acquired 
by the sinking funds are kept alive and 
the interest added to the semi-annual pay- 
ments, which will result in the retire- 
ment of all bonds prior to maturity, 
even if the maximum price of 110 were 
paid on all bonds. The more cheaply 
these bonds are obtained by the sinking 
fund the sooner will the ultimate maturity 
of the bonds be reached. 

The sinking fund referred to has al- 
ready retired $1,070,900 bonds, which were 
obtained at an average price of approxi- 
mately SO. Under this plan a_ patient 
holder will probably secure 110 as the 
maturity price of his bonds. The refund- 
ing 6s are callable as a whole, but not 
in part, at 105 and accrued interest on 
and after October 1, 1931, as compared to 
a call price at any time of 110 and in- 
terest on the Debenture 6s. 


An Important Advantage 
Taking into consideration the demand 


for long time securities at this time, as 
the Debenture 6s have a maturity ct 
about seven and one-half years longei 
than the Refunding 6s, this feature alone 
makes them more attractive, 

Although both bonds are now secured 
under the same mortgage, which is sub 
ject to prior liens aggregating $67,416,515. 
there is no doubt but that both issues 
may be consMlered sound investmen \s 
tompared t») a total bonded debt ager 
gating less than $142,000,000, the bo 
value of the company’s real estate, build 
ings and telephone plants was over 
$293,000,000 on September 30, 1921, and 
the securitics of subsidiary companies were 
valued at cver $115,000,000. This gives 
a total book value of $408,000.000, which 
in the case of the physical propertics is 
considerably less than the actual valu 

During the past twelve years te net 
earnings of the company have averag-d 
over four and one-half times intere 
charges and in only one year ha‘e the 
interest requirements absorbed even 
one-half cf the net earnings, and that 
during the abnormal year 1920, when 
operating expenses had _ increased 
greatly. 

The resvits for the year 1921, with 
three months estimated, show that th: 
company is overcoming the adverse fa 
tors prevailicg in 1920, and net carnings 
of over two and one-half times intere.t 
charges are decidedly encouraging 

Expenses This Year 

During the first six months of 192], 
according to 
terstate Commerce Commission covering 
a number of Class “A” telephone com 
panies, the ratio of 
declined from 75.22% to 72.36‘ This 
company telephone 
properties in the State of New York, 
northern New Jersey and a small part of 
Connecticut. It also owns controlling in- 
terest in the stocks of the Bell Telephon 
companies operating in- Pennsylvania, 
Maryland, southern New Jersey, Virginia 
and the [istrict of Columbia 


iwures compiled by the In 


expenses to revcnues 


owns and operates 


f Taking 
into consideration the density of popula- 
tion. busine’s activity and wealth in this 
region, there is probably no better field 
for telepho:e operation in the country, 
and the company is one of the great main- 
stays of the American Telephone & Tele- 
graph System 

Both of these issues may be considered 
sound. and conservative investments, but 
in view of the more attractive features 
of the debenture 6s mentioned above, the 
writer belicves their market value should 
be at least several points higher than 
that of the refunding 6s. 
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Investment Absorption of Bonds in Full Swing 


Large Demand for All Classes of Bonds Continues as Bull Bond Market Reaches New High Level 
on the Current Move—Railroad and Speculative Bonds the Feature 


E are now in the midst of what is 

proving to be one of the best bond 

markets in many years. New issues 
have been coming out at the rate of about 
$90,000,000 per week for the past few 
weeks and the remarkable part about the 
market absorption of these bonds is that 
each issue is heavily oversubscribed and 
bid up as soon as the bonds appear on the 
open market. There seems to be no satisfy- 
ing the investment demand for bonds and 
the natural result has been a large overflow 
of capital into sound dividend paying pre- 
ferred and common stocks. The bond 
market has now reached a point where 
purchases must be made with a great deal 
of caution. The enormous demand for 
the past few weeks has undoubtedly weak- 
ened the technical position of the market. 
The rise has been so rapid in a great 
many cases that profit taking is almost 
<ertain to come. In addition to this a 
market which has risen so rapidly as the 
bond market is bound to attract a great 
dleal of speculation and it would not be at 
ail surprising to see reactions in those 
issues which have registered the largest 
gaitis. In selecting bonds at the present 
time it will be best to select those issues 
which are still selling on a 6% or better 
yield for it is quite probable that these 
issues will record the largest gains from 
now on. As an illustration as to what 
extent the yield on all classes of bonds has 
declined since we started the Bond Buyers’ 
Guide, we present the following figures 
which are based on the average yield of 
10 industrials, 10 public utilities and 10 
railroad bonds as selected in our Guide. 


June July Present 
25th 23rd Yield 
6.95% ... 5.95% 
6.75 5.85 
5.25 


Industrials 
Public Utilities 
Railroads 


6% 


This table tells the story of a marked 
advance in bond prices. In a great many 
cases high-grade railroad mortgage bonds 
are now selling on about a 4.9% basis; 
high-grade industrial bonds on about a 
5.2% basis; and high-grade public utility 
bonds on a 5.5% basis. It is therefore 
quite evident that bonds that are selling 
on a no better yield basis than just noted 
have aligned themselves pretty well with 
existing money rate conditions and will 
probably not sell much higher until there 
is some further evidence of a lower interest 
rate. It is quite possible, however, that 
there will be a further red&iction in the 
rediscount rate of the Federal Reserve 
Banks and another drop in time money 
rates. We base this opinion on the very 
strong position of the Federal Reserve 
Banks and the continued accumulation of 
funds by these banks. For the present, 
however, investors should seek for those 
bonds which have not had the largest rises 
and which are well secured as to assets 
and earnings. A brief survey of the bonds 
listed in the Guide would seem to indicate 
the following as the best purchases at the 
present writing: 
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Yield at 
Present Price 
Per Cent 
7.35 
7.35 


Government Bonds. 
City of Christiana, 8s 
City of Zurich, 8s 
Danish Municipal, 8s 
The South American Bonds....... 
Kingdom of Belgium, 6s 

Railroad Bonds. 

Baltimore & Ohio S. W. Div., 3%4s.. 
Chesapeake & Ohio, 4%s 

Union Pacific, 4s 

St. Louis-San Francisco P. L., 4s... 
Cleve., Cin., Chic. & St. L., 4%s... 
N. Y., Chic. & St. Louis Deb., 4s... 

Industrial Bonds. 

Diamond Match, 7%s 
International Paper, 5s 
Wilson & Co., 6s 
International Merc. Marine, 6s..... 
Goodyear ‘Tire, 8s 
Public Utility Bonds. 
Duquesne Light, 6s 
N. Y. Telephone, 6s 
Philadelphia Co., 6s 
Cumberland Tel. & Tel, 5s 


775 
7.15 


7.10 
5.35 
5.15 
6.25 
6.10 
6.30 


6.70 
5.95 
6.15 
6.75 


Lower Coupon Rates 

The recent trend of financing through 
bond issues has been in favor of a con- 
siderably lower coupon rate than that pre- 
vailing for the past two years. Several 
issues recently put out bear an interest rate 
of 6% and a few at 6%%. These com- 
panies would have had to pay 7 and 714% 
a year ago for the same accommodation. 

The eagerness with which these bond 
issues were taken by the public indicates 
even these rates are attractive to inves- 
tors. The market, in other words, is 
slowly turning from a buyer’s to a seller’s 
affair. 

With the trend of money rates down- 
ward, there is no doubt that before long 
new corporate issues of merit will be 
offered and taken at a coupon rate of 5 
and 5%4%. The days of new high-grade 
issues bearing 7% and 8% seem definitely 
over. The average yield on high-grade 
bonds is now no more than 5% and it is 
probable that within a reasonable period 
new issues will not command a premium 
of more than %% above this rate. The 
more favorable conditions existing in the 
money market has brought forth con- 
siderable talk of new railroad financing 
through sale of bonds. 


New Offerings 

Of the many new bond flotations in the 
past few weeks the most notable were 
the $50,000,000 N. Y. Telephone 6% Gold 
Bonds of 1941; the $16,000,000 Philadel- 
phia Co. Ist Ref. & Col. Trust 6% Gold 
Bonds of 1944; and last week’s offering of 
$30,000,000 N. Y. Edison 614% 1st & Ref. 
Mtge. Bonds of 1941. All these issues were 
quickly absorbed and sold at advance of 
from 1 to 3 points over the subscription 
prices. In the case of the sale of the 
N. Y. Edison bonds the demand was so 
urgent that commission and brokerage 
houses only were able to obtain small per- 
centages of their applications and were 


forced to go in the open market to buy 
m the bonds which they had sold to cus 
tomers before the bonds were issued. This 
case is typical of the wild scramble fo: 
sound bonds that is going on. 


Railroad Bonds 


Railroad issues of all classes were the 
outstanding features of the bond market 
in the past two weeks. The demand for 
long term Ist mtge. bonds, which normally 
sell on about a 4% and even 4% basis, 
and other high-grade railroad issues which 
usually sell anywhere from a 4% to 5% 
basis, has been most urgent with conse 
quently a very sharp ‘upturn in almost 
every railroad bond on the list. Advances 
in the Gilt Edge Group ranged from 1 t 
5% points, the largest advance taking 
place in the Southern Pacific Ist Ref. 4s. 
The Rock Island, Delaware & Hudson 
Cc. B. & Q., Ches. & Ohio, Atlantic Coast 
Line and Pennsylvania bonds all advanced 
3 points or more. 

In the Middle Grade Group there were 
also general advances ranging from 2 to 
4 points and in the case of the Baltimore 
& Ohio Ist Mtge. bonds there was a rise 
of 5% points. The Frisco and Nickel 
Plate bonds were also features of the 
group movement. 


Speculative Bonds 


The speculative industrial bonds listed 
in our Guide are those which have enjoyed 
much higher ratings but which have de- 
preciated in value at the same time that 
the earnings of the company dwindled and 
inventory losses became enormous. Many 
of these companies were shaken to their 
very foundations in the crash of 1920 and 
1921, sustained tremendous losses and are 
still staggering from the sudden upheaval 
in economic conditions. 

The railroad bonds in this group 
are of companies that have either 
been through receivership or of roads 
that have not been rated very highly, 
in most cases because of unstable 
earning. power. The transit bonds 
have all sold very much higher and 
very unfavorable conditions existing in 
this field, which makes it impossible for 
them to do any better than just about earn 
the interest requirements of these bonds. 

We believed that it was only a 
question of time before these bonds would 
begin discounting better conditions, stabili- 
zation of industry and larger earnings. The 
first signs of appreciation of the exceed- 
ingly attractive opportunities existing in 
these bonds became manifest in the last 
two weeks. There was considerable activ- 
ity in this group and prices rose very 
sharply. It is in these bonds after all that 
the greatest appreciation in value will take 
place in the long run and we wish to 
again call our readers’ attention to them 
for long pull possibilities. 

The Western Maryland Ist Mtge. bonds 
were the feature of the railroad group, 
advancing 6 points, and were run a close 
second by the Carolina, Clinchfield & Ohio 
Ist Mtge. bonds, which advanced 5 points. 
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Both of these issues are underlying bonds 
of each road and have a first call on earn- 
ings. We believe that some day 
these bonds will be selling on no better 
than a 5% yield basis. The St. Louis 





Wet 






el Southwestern, Southern Railway and Mis- 
souri Pacific bonds all advanced 434 points 
and the Frisco Adjustments rose 4% points. 
ly The outstanding feature of the entire 
s speculative group were the American Writ- 





ing Paper bonds which went up another 
6 points after a rise of 9 points in the 
previous two weeks, or a total advance of 
15 points in a month’s time. This is a 
phenomenal rise but when you stop to con- 
sider how far out of line these bond were 







F when yielding over 9% you carmhot 
P help but wonder how such conditions 
y ever exist. Here was a bond which 


constituted the entire funded debt of a 
company, a first claim on earnings which 
had been sufficient to cover interest charges 
on an average of 2.75 times over for the 
past five years, and a first mortgage on the 
property, selling to yield over 9%—and 
why? Probably because the paper indus- 
try had suffered a tremendous setback 
and the company had been losing money 
during the period of depression. 

But conditions of this kind must come 
to an end and it was almost a certainty 
that the very able management and the 
strong financial interests behind this com- 
pany would be able to tide the company 
over the present depression. Undoubtedly 
these bonds will sell materially higher but 
after a 15 point advance there is very 
likely to be a reaction and for that reason 
we have moved the bonds down to third 
place from the point of view of desirability 
at the present time. The American Cotton 
Oil bonds advanced 10 points for very 
much the same reasons as the Writing 
Paper bonds. 

There.was no demand for the Hudson 
& Manhattan Refunding 5s in the Public 
Utility Group, but the Interborough and 
Third Avenue bonds each advanced 1% 
points. The feature of this group were 
the Public Service Corporation of N. J. 
bonds which advanced 3 points. 





we 








Diamond Match Company 


We have taken the Diamond Match Co. 
Deb. 71%4% bonds of 1935 from the Middle 
Grade Group and placed them as first 
choice in the Gilt Edge Group. The 
yield of this bond would seem to indicate 
that our rating of this bond is much higher 
than that of the investment market, but 
our opinion is not based on yields but on 
intrinsic value and we believe these bonds 
are greatly underestimated. One reason 
probably that these bonds do not enjoy 
a higher rating is due to the fact that they 
are unseasoned, This issue was created on 
November 1, 1920, and represents the en- 
tire funded debt of the company. The 
bonds are a direct lien of the company but 
are not a mortgage on any of the property. 
There is a total of $6,000,000 bonds out- 
tanding, the annual interest charges there- 
fore amounting to but $450,000. For the 
ten years ended December 31, 1920, the 
company reported net income, after all 
charges, amounting to $18,358,000, or at the 
rate of about $1,835,000 per annum. Thus 
over a ten-year period the company would 
have been able to show earnings over 4 
times the interest charges of this issue. 
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Apx. Apx. Int. 
Foreign Governments. BETTER GRADE. Price Yield Earnedg 
1, City of Christiania (b) 8s, 1045... .. 2... ccc ccc cncccccccccees 107 7.35 ae 
2, Danish Municipal (b) 5. KK. 85, 1946...... 2... ccc ccncceneeees 107% 7.25 
Se Oe GD Oe EE, Micancnceccctcocsseenvecesecennacees 107 7.85 
Sy SUI TDs 6.0 6:000000-6050546440406sb000 C0000 97 6.25 
6. U. K. of Gr, Britain & Ireland (c) 54s, 1987............... 95% 5.90 
6. City of Cupestepen, Ri Deep Bee waccceccccesqescoscocccoces 89% 6.35 
GT SURED BOP GR, Ble ccccccsccccccecscccccccccccsccccesecs 78 6.85 
8. Dominion of AF. CG ocsiethescennandiahoenes cles 95% 5.65 
MORE SPECULATIVE. 
a ee, Ge es OD OR, Be sccocccennsdsceeseovcenesss 96 7.15 
S, Minedem of Baty (6) SiGe, BB. cccvccccccwnceccccvcscecces 91 9.25 
? re on Cr we CE  accasesetseeedteoesese cede os 102% 7.75 
G Gee BAe CO) Gh, Been cccccvcccccceccccceccceccccccascccece 101% 7.80 
G We Bee Teme Ge, BeBe cc cccccvcccsocccccccoccccssceccscce 104 7.60 
Railroads. GILT EDGE. 
1. Balt. & Ohie S. W. Div. (b) Ist Mtg. 34s, 1025............. 87% 7.10 80 
2. Ches. & Ohio (a) Genl. Mtg. 4%s, 1992................ siege 5.35 1.55 
3. Delaware & Hudson (a) Ist & Ref. 4s, 1948................ 87% 4.90 1,65 
4, Southern Pacific (b) Ist Ref. 4s, 1955...........0.ceceeeeees 8&6 4.85 2.40 
5. Chic., Burl. & Quincy (a) Genl. Mtg. 4s, 1958.............. 85% 4.85 3.65 
6. Union Pacific (b) Ist Mtg. & L. G. 4s, 1947............40.. 84 5.15 3.95 
7. N. Y¥., Chic. & St. Louis Ist Mtg. 4s, 1987................. 87 5.20 2.35 
8. Atlantic Coast Line (a) Ist Mtg. 48, 1948 .............0c00: “4 5.05 2.20 
9. Pennsylvania (a) Genl. Mtg. 44s, 1965 .... 2.06. ccc cewcceuns 87 5.25 2.00 
10, West Shore (a) Ist Mtg. 4s, 2361....... es a 79 5.20 ee 
11, Norfolk & Western (ce) Cons, 4s, 1996 . coe & 4.75 3.95 
12. Central R. R. of N. J. (a) Genl. Mtg. 5s, i iectinsckannden 102% 4.85 1.40 
18. Atchison (b) Genl. Mtg. 48, 1995 .. 2.2... c ccc c ccc wccwnnees 85 4.75 3.90 
14, Chic., R. I. & Pacifico (a) Genl. Mtg. 4s, 1988 ........ 803, 5.00 1.00 
Industrials. 
1, Diamond Match (c) Deb. 7%s, 1935.... 107 6.70 t 
2. Armour & Co. (a) R. E. 4%s, 1939....... 865, 5.65 6.75 
3. General Electric (b) Deb. 5s, 1952............. 96, 5.25 5.55 
4. International Paper (a) 5s, 1947............. 87% 5.95 16.70 
5. Indiana Steel (a) 5s, 1952...... 95% 5.30 ee 
6. Liggett & Myers (aa) Deb. 5s, 1951 92% 5.55 4.80 
7. Baldwin Loco, (a) 5s, i040...... 985, 5.05 2.65 
8. National Tube (a) 5s, 1952...... 931, 5.30 ee 
_ ~~» #° FF % st ESS Sree 94% bid—Non-off'd 60.70 
10, U. S. Steel (a) 5s, 1968.......... 98% 5.10 8.70 
Pupiic Utilities. 
1. Duquesne Light (b) 6s, 1949.......... 100 6.00 3.40 
2. Pac. Tel. & Tel. (a) 5s, 1987.. 91 5.85 1.75 
8. Amer. Tel. & Tel. (c) 5s, 1946 921, 5.55 4.80 
SB een Fe Oe ee nn cccnencceecteseses 100 6.00 ee 
5. Montana Power (c) 5s, 1948 ...........eceeess 91 5.75 2.90 
6. Cal. Gas & Electric (a) 5s, 1937 941, 5.50 ee 
Se  % ¢  % %- eee 90', 6.85 4.15 
& Fw G.. B. E.. BE. & B. (a) Ge, WD .nccccccccccecsces 90%, 5.70 2.10 
Railroads. MIDDLE GRADE. 
1. Southern Pacific (b) Col, Trust 4s, 1049.............cccceuee 79% 5.40 2.40 
2. Illinois Central (b) Col. Trust 4s, 1952..........6..0seeeeees 79% 5.35 2.25 
8. Balt. & Ohio (b) ist Mtg. 48, 1948 ...........cccccccesuees 79% 5.45 80 
4. Norfolk & Western (a) Conv. Gs, 1920 .... 2.0... .cccecccunes 10544 5.15 3.95 
Ce Se GED GI GR Bee ccccceccccescccsccesccccccces &7% 4.70 3.90 
6. St. Louis-San Fran. (a) Prior Lien 4s, 1950 ......-.....+05.. 70 6.25 1.60 
7. Cleve., Cinn., Chic. & St. L. (a) Deb, rl eee coccceseses 88 6.10 2.40 
8 Ches. & Ohio ee Wty Se, GE concececenesséncéenssadaeess 861, 6.05 1,55 
9. Pere Marquette (c) Ist Mtg. 5s, 1956 ......... cc ccccccccccee 90 5.65 2.05 
10, Kansas City Southern (a) Ist Mtg. Ss. 1950 ...........+.005 €3', 5.55 1,70 
1l. WN. ¥., Chic, & St. Louis (a) Deb. 4s, 1981..............-.00: &3 6.30 2.35 
12. St. Louis Southwestern (a) Ist Mtg. 4s, 1980 ...........cc005 74% 5,45 2.00 
Industrials. 
BD, Wee Ge, Ged TD GA BE cccccccccccccecvececocs coscses 98% 6.15 — 
2. Comp, Tab. & Recording (b) 6s, 1941... . .88 bid—none offered 7,15 5.45 
8. Adams Express (b) 4s, 194 Ria ae einen a a dete aie 72% 6.05 2.60 
4. Du Pont de Nemours (c) 7%, cS cnaddudactdennehn 105 6.80 aie 
5. Int. Mere. Marine (b) 6s, 1941 ........ 91% 6.75 5.15 
6. Lackawanna Steel (c) 5s, 1950 81% 6.35 6.90 
7. Bush Terminal Bldg. (a) 5s, 1960 .... 2.0.6.6. cece cc ccuunuee 84 6.05 2.35 
By We Be ME le Gk, BPE ccvtcecdedocececocedcescccececeses 86 6.05 5.00 
9. Amer, Smelting & Refining (c) 5s, 1947.................465. 861, 6.00 9.55 
10. Goodyear Tire (c) 8s, 1941 ........6.6.0005- 110 7.05 x 
Public Utilities. 
B, Se ee Oe By GR, BED cccccccnccascotevececcecces 89 5,95 2.280 
2. Brooklyn Union Gas (a) 5s, 1945 .............005. €9 5.85 1,35 
8. Northern States Power (b) 5s, 1941 ............... 88% 6.00 1,80 
G, Bcetipm Basen (a) Ge, TOGD nccccccccccccccvcccccccccccsece 8814 5.85 2,20 
5. Utah Power & Light (a) Ss, 1944 .. 2... .. ccc ccc ccc ne cnuvnes 87% 5.95 1,80 
6. Cumberland Tel. & Tel. (b) Se, 1987 .... 62.6.6 c ccc necnnuee 88% 6.15 1,70 
Railroads. SPECULATIVE. 
1, Western Maryland (a) Ist Mtg. 46, 1952 ....... 26.55. ccccnes 6314 6.85 70 
2. Towa Central (a) Ist Mtg. 5s, 1988 .... 2... ccc ccc seen nneee 74 6.65 oe 
8. St. Louis Southwestern (a) Cons, Mtg. 4s, ben alee 73 7.65 2.00 
4. St. Louis-San Francisco (a) Adj. Mtg. Gs, 1955 ............. 73% 8.35 *1,90 
5. Southern Railway (a) Genl. Mtg. 4s, 1956 bbehinetedounsente 64% 6.65 1.85 
6. Missouri Pacific (b) Genl. Mtg. 48, 1975 .........-...ccccene 62% 6.45 .90 
7. Carolina, Clinch. & Ohio (c) Ist Mtg. 5s, 1988................ 85 6.45 1,40 
8. Minneapolis & St. Louis \a) Cons. Mtg. 5s, 1934 72 8.55 50 
9. Denver & Rio Grande (c) Ist Ref, 5s, 1955 ..........-.0000s 491% 10,45 1,15 
Industrials. 
SB, Ge Gee ee GR, Biv cccccnccccéecccccecccccccees ‘“ - 85% 8.00 1,90 
2. Va.-Carolina Chemical (c) 7%s, 1982. . - 96% 7.95 3.80 
3. American Writing Paper (a) Gs, 1939... .. 2.2... ..cccccccnees 86 7.45 2.75 
CG, Bee Sees Ge SED GR, BE ccccccccsoccccescceccccece 84 7.25 8.15 
Public Utilities. 
1, Hudson &. Manhattan (c) Rfdg. 58, 1957 .........ccccecceuns 74% 6.95 *1,60 
2. Intr. Rapid Transit (a) as D ecocoseccocesceecsesecssese 56% 9.05 *2.60 
SG, Weies Bree Gp Mate. Ge, BOER ccccccccccccccccccccescccces 60 7.00 *1,20 
4. Public Service Corp. of N. x SD Gh, SEED acocescoccocecsec ° 74% 6.90 1,50 
G, Wa, Bee & BO Gd Gh, BEES ccccccccccccsccccccccccccece 75 8.15 1,90 
(aa) Lowest denomination, 95.000. (b) Lowest denomination, $500, 
(a ) Lowest denomination, $1,000. (c) Lewest denomination, $100. 
(a) Lowest denomination, $50. 
xThis issue was created on May 1, 1921. 
sy which represents the entire funded debt of the company, was created on 
Nov. 1, lo 


*Number of times over interest on these bonds was earned. 
**Earnings are not reported separately. 


tThis represents number of times interest on the companies’ entire outstanding funded debt 
was earned, based on actual earnings of last five years. 
























Railroads 


Missouri, Kansas & Texas Emerges 


Six Year Receivership at Last to be Terminated—Salient Features of the Reorganization Plan— 
Value of New Issues Analyzed by Comparison with Similar Securities of St. Louis 


financial illnesses in recent history, 
M. K. & T. is at last about to 

undergo a surgical operation that is con- 
fidently expected to restore it to corporate 
health. Following six years of discussion, 
delay and disappointment, its innumerable 
doctors have finally agreed upon the 
remedy required. The many investors 
attached to the hapless patient by keen 
personal interest will greet this announce- 
ment with all but incredulous relief. 

Now that the Reorganization Plan has 
at last been published, it is found to be a 
workmanlike job, constructed on ap- 
proved modern principles. Its major 
achievements will be the following: 

A. It raises $18,400,000 in new cash, 
to be supplied by the stockholders. 

B. It replaces eighteen individual bond 
issues with only two mortgages. 

C. It reduces the annual fixed interest 
charges from $6,808,000 to $4,917,000. 

D. It discards from the system 415 
miles of unprofitable branch lines. 

Nothing would be gained by presenting 
a detailed analysis of the treatment ac- 
corded each of the countless old issues; 
this article must rather confine itself to 
a brief discussion of the essential features 
of the readjustment scheme. In its gen- 
eral outline this is patterned rather closely 
upon that of the St. Louis & San Fran- 
cisco, which discharged its receiver in 
1916. Here very much the same problems 
are solved in much the same way. The 
financial structure is greatly simplified; 
the fixed charges are substantially reduced ; 
while holders of the weaker issues are 
given bonds bearing contingent interest 
(“income” or “adjustment” bonds) the 
return on. which depends upon the avail- 
able earnings of the system. 

In determining the fate of each security, 
chief consideration was given to the earn- 


\ FTER one of the most protracted 


& San Francisco 
By BENJAMIN GRAHAM 


ing power of the mileage which it covered. 
Hence a junior lien on the main line—such 
as the Second 4s—received better treat- 
ment than a first mortgage on an unprofit- 
able branch—e. g. the First Extension 5s. 
In most cases provision was made for the 
accumulated interest. Where payments 
had merely been regularly deferred for six 
months, the accruals are discharged in 
cash. Holders of the less favorably situ- 
ated issues receive additional income bonds 
or preferred stock for their unpaid 
coupons. 

The back interest for which provision 
is thus made exceeds $25,000,000. More- 


over, new securities must be issued in re- 


securities, including the adjustment issu 
itself. For in a year of extraordinarily 
poor earnings the road can radically cur 
tail its interest payments without penalty 
whereas if all the charges were obligatory 
such a condition might entail another dis 
astrous receivership. 


How Some of the Old Issues Fare 

A little over three years ago, the writer 
contributed an article to THE MAGAZINE 
or Watt Street, analyzing the position 
of the various M. K. & T. bond issues, 
then selling at unprecedentedly low figures 
It was therein pointed out that the com- 
pany had been making a much better ex- 





Bonds with Fixed Interest 
Bonds with Contingent Interest. . 
Interest Accrued and Unpaid 


TABLE I—SUMMARY OF CAPITALIZATION CHANGES 


Missouri, Kansas & Texas Reorganization 
-——0ld Company--——, 


Principal 
$146,543, 142 $6,808,123 


25,252,238 


New Company 
Annual 
Principal Interest 
$100,329,913 $4,917,717 
57,500,000 2,875,000 


Annual 
Interest 





Total Debt 
Preferred Stock 
Common Stock 








$171,795,380 
13,000,000 
632,832 shares 
(par, $100) 





$6,808,123 $157,829,913 
24,500,000 


788,155 shares 
(no par) 

















turn for the $18,400,000 contributed by the 
stockholders. Hence, despite the fact that 
part of the existing debt is converted into 
preferred stock, the total of both bonds 
and interest charges of the new company 
will actually exceed that of the old. The 
summary of capitalization and interest re- 
quirements given in Table I, however, 
demonstrates that the fixed charges on the 
new basis will be considerably reduced. 
The strong feature of the reorganization 
is that over one-third of the funded debt 
is in the form of adjustment bonds, the 
interest on which need not be paid unless 
earned, This elastic arrangement will be 
found to benefit the holders of all the new 


hibit than the market indicated, and that 
many of the issues carried possibilities of 
substantial profit to the discriminating in- 
vestor. Now despite the upward rush of 
the past few months, the general average 
of bond prices is only slightly above its 
figure in Oct., 1918. But it is interesting 
to note the changes in the price of “Katy” 
securities. The first and second 4s, which 
were highly recommended, have advanced 
from 62 and 32 to 75 and 47 respectively. 
The Missouri, Kansas & Oklahoma 5s are 
worth 80, against 60 three years ago. On 
the other hand, two of the issues then de- 
scribed as in a particularly weak position, 
are being left entirely out of the reor- 











— 
Principal 
Amount 

Equipment Bonds 

Underlying Issues 

Prior Lien Bonds, Series A 

Prior Lien Bonds, Series B 

Prior Lien Bonds, Series C 

Adjustment Bonds 

Income Bonds 


Total Bonds 
Preferred Stock 
Common St 

(no par) 


*Assuming full interest is paid. 





$7,247,591 


$157,820,913 
24,500,000 


TABLE II—COMPARISON OF SECURITIES 


Reorganized M., K. & T. and St. Louis & San Francisco 
za 2 F——___. — 
Principal 
Amount * Due Rate Price Yield 
$15,373,500 eve eee ites See 
71,408,882 


Interest Current 
Rate Price Yield 


5% 77% 6.60% 
4% 65% 6.40% 
6% 93% 6.90% 
5% 42 $*12,00% 


(par, $100) 
tStraight return. 


———— 


——-——-F RI 8 C 0—— 
Interest Current 


ie nes | 


4% 70 6.27% 
5% 83% 6.25% 
6% 96% 6.70% 
6% 74 8.00% 
6% 56% $10.60% 


38% 
28% 
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Kansas 


These are the Texas & 
lahoma 5s and the Sherman, Shreveport 
Southern 5s, for which no fair bid can 
obtained at the present. 

he most detailed treatment in the pre- 
is article was given to the Missoui, 
& Eastern 5s—which, though a 


mortgage on an important part of 
main line, were then selling at only 37. 
that time the bond was threatened with 
iworable action in the reorganization, 
reasons which appeared to the writer 
inequitable. It is 


lly reassuring to 


a normal rate of about 34%. The differ- 
averaged 41% of gross receipts, against 
ence represents largely expenditures on 
the upbuilding of the property, charged 
to income instead of to capital. 


M. K. & T. versus Frisco 


The salient features of the capitalization 
of the two properties are given in Table 
II, while the operating results for the 
twelvemonth ended Sept. 30, 1921, are 
compared in Table III. The latter figures 
are the most recent available, and the 











TABLE HI—INCOME ACCOUNT YEAR ENDED SEPT. 30, 1921 


Miles operated 

Gross revenues 

Net after taxes 

Net for interest 

Fixed interest charges 

Times earned 

Contingent interest ne 

Total interest earn 

Balance for Preferred — 

Earned per share of preferred . 

Balance for common , 

Earned per share of common . 

Gross per mile . 
of total maintenance to gross 
of other operating expenses to gross 





M. K. & T, 


3,784 
$68,119,000 


Frisco 














te that the issue is well taken care of 
the present plan, so that its value is 
v over 75, or more than double its price 
1918, 


The New Securities 


Jutside of the small total of equipment 
st, the new company will have only four 
urity issues—Prior Lien Mortgage 
ids, Adjustment Mortgage Bonds, Pre- 
red Stock, and Common Stock. (It 
uld be remembered, however, that 
lers of some of the present senior liens 
not turn in their bonds for exchange, 
which case the old securities will no 
bt remain outstanding, the amount of 
issues being reduced according- 
To obtain a definite idea of the 
sition of these new securities, it is 
essary to examine briefly the status of 
“Katy” itself. And to clarify our 
lgment, it might be well to compare the 
rating results and financial structure 
the new company with those of some 
ilar and well established system. 
The St. Louis & San Francisco imme- 
tely suggests itself as admirably suited 
this purpose. For not only do Frisco 
Katy operate in the same territory 


new 


nd enjoy the same density of traffic, but 


ir capitalization is arranged in nearly 
ntical fashion, making comparison not 
ly easy but inevitable. 
Before considering the recent showing 
the two systems, some reference should 
made to the really remarkable growth 
M. K, & T. during the period of receiv- 
hip. From 1915 to 1920 gross revenues 
reased from $32,453,000 to $72,915,000 
r 125%. Higher rates of course played 
great part in this result, but the tons 
uled one mile actually rose 52%. At 
same time the improved technical effi- 
ncy is shown by the advance in the 
iin load from 364 to 504 tons. At an ex- 
nditure of $17,500,000, the physical con- 


lition of the system—grades, rails, ties, bal- 


last, signals, 


etc.—has been rehabilitated. 


\n additional $11,500,000 has been de- 


ted to enlarging and bettering the roll- 


ing stock. Furthermore the total outlay 


‘'’ maintenance during these years has 
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period covered commenced after the ter- 
mination of the Federal Guarantee and the 
inauguration of the increased rates. Can- 
dor exacts the remark that our exhibit 
is not entirely accurate. The data is based 
on the monthly reports to the Interstate 
Commerce Commission, which are usually 
subject to year-end modifications. Some 
unimportant mileage of the Frisco is left 
out, and some discarded mileage of the 
Katy is left in. Also minor items of mis- 
cellaneous income and deductions are ig- 
nored, being unavailable. With all these 
imperfections, the income account pre- 
sented is nevertheless near enough to the 
truth to afford a fair for deadly 
comparisons. : 

From Tables II and III together we 
obtain the following significant relation 
of total fixed charges to gross earnings: 


basis 


sion is not adequately reflecved in the im- 
come account under discussion, because of 
the intrusion of an arbitrary factor— 
namely, the much higher “Maintenance 
Ratio” of Katy. For while Frisco spent 
32.7% of its gross for upkeep, M. K. & T. 
vindicated the reputation of receivers by 
appropriating 37.1% of revenues for the 
good of the property. The similarity of 
location and traffic conditions marks this 
divergence as one of policy, rather than 
necessity. It operates of course to make 
Frisco’s net earnings appear unnaturally 
large in relation to Katy’s exhibit, 

A study of the figures of other roads 
leads to the conclusion that while Katy 
has been overliberal in its maintenance, 
Frisco has been inclined to skimp. For 
an even figure, 35% of gross would have 
been a reasonable allowance for upkeep 
on both systems. To obtain a really sig- 
nificant basis of comparison, we have re- 
stated the income account on this basis 
in Table IV, and have applied the new 
results to the respective securities. 


How the Prior Lien Issues Compare 


The above discussion affords a sound 
basis for maintaining that the M. K. & T 
Prior Lien issues are more desirable than 
their Frisco correlatives. In fact, three 
distinct reasons may be stated for this 
preference : 


1. The Katy bonds are “closer to the rails.” 
Assuming all the old bonds exchanged un- 
der the plan, these prior lien bonds will be 
4 absolute first mortgage on the entire 

operty; while in the Frisco readjustment 
nderlying securities aggregating $58,000,000 
and covering 2,200 miles of the most valu- 
able lines were left undisturbed. 
The interest charges appear better secured 
Even despite Katy'’s heavier maintenance 
expenditures, the actual margin above fixed 
interest was 94%, against 56% for Frisco. 
On the basis of equalized maintenance, the 
former road would cover its fixed interests 
2.23 times, the latter only 1.34 times. 
The price is lower. 
Katy prior lien bonds are advancing faster 
than this article can be written. Today 
(Nov. 28) the 5s have reached 78, against 
71 last week, but they are still five points 
under the Frisco Series B issue. 


The 


strictures 


not intended as 
Louis & San 


remarks are 
the St. 


above 
against 





Rated 


Net available for interest 

Fixed interest earned 

Total interest earned 

Earned per share of preferred stock 
Earned per share of common stock 





TABLE IV—INCOME ACCOUNT YEAR ENDED SEPT. 30, 1921 


on the Basis of 35° 


Maintenance Ratio 


$12,925,000 
1.34 times 
-92 times 


$10,953,000 
2.53 times 
1.41 times 
$12.89 

1.84 








Ratio 
Frisco to 
Katy 


Katy Frisco 
(A.) Gross reve- 

nues . $68,119,000 

(B.) Fixed in- 
terest ° 
Ratio (B) 
Se GAs oc 
Katy has the great initial advantage 
over Frisco of requiring only 7%c. of 
each dollar of receipts to cover fixed in- 
terest payments, against 10%c. for the 
other road. A second important source 
of superiority is its lower cost of trans- 
portation. For total operating expenses, 
other than maintenance, consumed 42.7% 
of gross, compared with 45.4% in the case 
of St. Louis & San Francisco. Under or- 
dinary circumstances, these two basic ele- 
ments of strength would assure M. K. 
& T. a far greater margin of safety above 
its fixed charges. This important conclu- 


$91,415,000 134% 


4,917,71 9,630,000 194% 


7.2 10.53% 146% 


> © 
2% 


Francisco Prior Lien bonds, which are 

attractive enough at the present price. But 

from a comparative standpoint, the M. K. 

& T. issues would seem to offer better op-¢ 
portunities to investors, especially those 

who are willing to hold these new securi- 

ties until they have acquired some degree 

of “seasoning.” 


The Income Bonds 


Judging from the same factors, the 
Katy Adjustment 5s would appear dis- 
tinctly more desirable than the Frisco In- 
come 6s: 

1. The Katy bonds are directly junior to the 
prior lien issues, while the Frisco Income 
6s are subject also to $39,220,000 of Ad- 
justment ortgage 6s. Hence the former 
securities will be entirely a second lien, 
while the Frisco Incomes have at best a 
third lien, and to a certain extent only a 
fourth lien on the ooery- 

The Adjustment 5s should be better pro- 

(Continued on page 208.) 
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The Southern Transcontinentals 


How They Escaped Business Depression—Security Prices Have Not 
Reflected Improvement. 


By JOSEPH 


HE earnings of southern transconti- 
nental and feeding lines during 
government control and _ today, 

when compared with the northern trans- 
continental group, show very vividly that 
the development of the southern tier of 
western states has been such as to permit 
the railroads operating in that territory 
to avoid the business depression which, 
with this exception, has affected almost 
the entire railroad system. 

In order to illustrate more clearly the 


F. HARTLEY 


year were partly under government con- 
trol and partly under private management. 


Points to Note 


‘It will be noted that the only northern 
road earning the government guarantee at 
any time during the period was the Ore- 
gon Short Line, a road belonging to the 
Union Pacific, and tapping through that 
road the southern district. Not even the 
Burlington, long the richest of roads, was 
able to earn the guarantee. On the other 



































| 

TABLE I 

Comparison of Southern and Northern Transcontinental Lines. | 

Earnings Under Federal Control and 1921 Compared with the Standard Return. 

Miles Standard Est’d Earnings Net Federal Income | 

Southern Roads: Operated Return 1921 1919 1918 
9,444 $39,867,072 $45,543,457 $40,060,757 $41,709,460 
8,055 15,880,681 14,637,453 9,067,411 9,217,002 
1,100 2,481,212 1,725,091 1,644,897 2,868,352 
2,593 8,319,377 3,088,868 6,113,737 5,492,884 
b %  SSaere 1,168 3,414,751 1,195,066 3,353,127 2,791,315 
Southern Pacific ..... 7,048 36,171,354 33,946,776 32,677,799 34,016,787 
Union Pacific .. 3,614 23,670,741 26,907,964 $2,873,256 35,629,321 
ai 33,022  $129,805,188  $127,044,675 $125,790,984 $131,725,121 
Earnings per mil piece 3,937 3,849 3,810 3,989 

| 

Northern Roads: 
Giese @ B. Wa ccccccccces OOD $23,201,016 $6,152,181 $12,771,197 $12,498 939 
Chi., M. & St. Paul..... 10,647 27,945,819 3,427,661 3,250,867 3,933,874 
Great Northern ......... 8,219 28,666,681 5,616,847 12,827,280 12,368,069 
Northern Pacific ....... 6,593 30,057,760 4,703,993 18,450,790 28,317,433 
5 i EE cccee 9,621 33,390,080 28,212,783 25,428,088 25,089,199 
Oregon Short Line 2,348 10,204,619 3,979,085 10,754,273 10,723,916 
MED... coeccasednsendenceds 45,518  $153,465,975 $52,092,550 $83,482,495 $92,981,430 
Earnings per mile ......... eae 3,372 1,144 1,834 2,041 
| All earnings shown are net after rents. 1921 is based on nine months’ reports, 














difference between the southern and the 
northern situation west of the Mississippi, 
a table is shown herewith comparing earn- 
ings of the principal railroads of these two 
sections of the country for the years 1918, 
1919 and 1921, together with the Standard 
return for 1918 and 1919, This table shows 
which roads were able to earn the Stand- 
ard return under Federal control and 
which were not, and, what is more impor- 
tant to the investors, shows the roads 
earning the equivalent of that return to- 
day. 


The Standard Return 


The Standard return was based on the 
three years’ earnings previous to Federal 
control, therefore, any road earning that 
sum or more during 1921 has escaped the 
general business depression, for which 
there must be some very good reason. In 
the judgment of the writer, the tremen- 
dous development of the southern tier 
of the western states, which even the pres- 
ent depression could not arrest, is re- 
sponsible for the remarkable showing. 

To indicate properly the two territories 
it has been necessary to separate the Ore- 
gon Short Line from the Union Pacific 
system in the table, as this road feeds 
the extreme northwest. For similar rea- 
sons parts of the Southern Pacific, Atchi- 
son, and Colorado Southern systems have 
been eliminated. The year 1920 has been 
purposely omitted, as the railroads in that 
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hand, Atchison and Union Pacific more 
than earned the guarantee during Federal 
control and will do so in 1921. 


The Less Fortunate 


Atchison, Southern Pacific and Union 
Pacific, the main southern routes, earned 
during the three-year period the sum of 
$25,238,067 in excess of the government 
guarantee, while Northern Pacific, Great 
Northern and Chicago, Milwaukee & St. 
Paul failed to earn the guarantee by the 
rather startling figure of $177,113,966, 

Profit per mile is the final standard by 
which the earning power of railroads is 
judged, hence the second table, really a 
digest of the first one, shown above, in- 
dicates graphically the manner in which 
the southern roads have held their own in 
the face of unparalleled depression, while 
the northern roads have steadily lost 
ground. 








TABLE Il 


Earnings Per Mile of the Two Groups 
Southern Northern 




















Year 1921, estimated.... $3,849 $1,144 
tt i toncebcacteads 3,810 1,834 
 . pases 3,989 2,041 
Standard Return ....... 3,937 3,372 
Conclusion 


Whatever may be the cause of this re- 
markable showing; and, it may be any- 


thing, from the loss to the Northwest of 
the driving power of the personality of 
James J. Hill, to the irrigation develop. 
ment of Arizona, it is clearly indicated that 
investors in the Southern group of rail. 
roads are in a much better position than 
those holding securities of the North. 
ern roads, and in neither case has the 
market price of the stocks and bonds of 
the roads in question to any marked 
degree reflected the changing condi. 
tions. 





Atchison Continues to 
Improve 
October Earnings Show Best Year in 
History 





In a recent issue of this Magazine the 
writer called attention to the strong posi- 
tion of Atchison as compared with four 
other first class roads. Earnings for c- 
tober just received indicate the best year 
in Atchison’s history and the fact that the 
price of the stock has not responded is one 
of the strange vagaries of market values 


Earning Over $20 a Share 


With the month of October showing 
$6,817,307 after rents, this road is earn- 
ing the remarkable sum of $20.33 per 
share on the common stock and earning 
the preferred dividend by a margin of 
700%. 

In view of the talk that has been heard 
regarding the sacrifice of maintenance in 
order to show current earnings it is well 
to compare Atchison’s maintenance in 1921 
with the same charges in 1917, the year 
before government control. The follow- 
ing table shows these charges for 1917 and 
1921, the latter year estimated on nine 
months’ report: 

Maintenance Comparisons: 

1921 
Maint. of Way...$22,384,512 
Maint. of Equip... 46,825,944 


1917 
20,162,853 
27,153,323 


$69,210,456 $47,316,176 


A road that is spending $21,894,290 more 
in maintenance in 1921 than it did in 1917 
is not sacrificing upkeep in order to show 
earnings and notwithstanding this increase 
Atchison’s earnings for this year will be 
approximately $15,000,000 greater than 
1917. 





Increased Dividends” 


In view of the extra dividend declared 
on December 1 by the C. B. & Q. it might 
not be amiss to compare the performance 
of these two roads to determine the prob- 
ability of increased dividends for Atchison 

C. B. & Q.’s earnings are running at the 
rate of $14.36 per share and the following 
dividends have been declared: 4% for the 
first six months and 5% and 15% extra 
for the last six months, or a total of $24 
per share, against Atchison’s quarterly dis- 
bursement of 144%, or a total of $6 for 
the year, against earnings of $20.23 per 
share. 

Put another way, after paying $6 per 
share Atchison will pass to surplus $14.33 
per share, or within 3 cents of Burling- 
ton’s total earnings. It does not require a 
prophet to interpret this showing.—J. F. H. 
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‘rail. f Heaviest Volume of Traffic for the Year and Further Economies of Operation Bring Net Earnings 
a to New High Level—Heavier Maintenance Charges Made 
, = By ARTHUR J. NEUMARK 
arked we the results for the majority of 
ondi- 3 Class I roads at hand the indi- 
cations are that the total net oper- ANALYSIS OF RAILROAD EARNINGS FOR FIRST 10 MONTHS OF 1921 
ng income for the month of October The following table is compiled on the assumption that the first ten months represent 
1 exceed the writer’s estimate of $100,- 82.6% of the traffic year, as they did in the test period: 
to 000 in the November 12th issue of the 
AGAZINE OF Watt Street by about Net Oper. % Charges $ per Sh. $ per Sh. 
1,000,000. Earnings for the first time Road Def. Earned on Pfd, on Com, 
a ice the roads were returned to private RO ccncesssecoes Pe — ion “ve $18.25 
inagement approached a 6% return on Atlantic Coast Line...........--+-++++. sa 1.20 
invested capital. Baltimore & Ohio pSeececeroeccoseoccoccee .33 
‘ . Canadian Pacific .........eceseeccescesnees 12.00 
Car loadings for the month exceeded SE i ee Bk 7.90 
> the timates as shown by the car loading I arsine $0.45 
Posi- aph in the November 12th issue. Load- Chicago Great Western............++..+-++: 98 
ur gs totaled 4,100,000 cars compared with Giteawe, BE. & Bt. Badl.c..ccccscccevseces: 32 ; 
Ce e graph estimate of 3,900,000 This Chicago North Western..................+- satin 90 
year is an extremely satisfactory showing, Chicago, R. I. & Pacis. .....escccecccseees cco tit 4.15 
t the ing 8% below the figure for the cor- pert ag ot Bt, Li... .eeee eens esses «see owe osee re 
ne sponding month of 1920, and only 4% Ha soar : -— os maenpgietas ri ioe pla 11,65 
lues low that for 1919. The strike threat Delaware, Lack. & Western.........-....- seas <s (a) 12.75 
elped to stimulate loadings but aside ED. .cctbenenesanscesecoosesesescescscce 43 ‘ salted 
rom this there was a very material im- EE ae 1,90 
wing rovement in traffic. Milnsls Gentaad ....c.cccrcccsesecccece 13,15 
arn- As was expected, maintenance charges SEE SET Ciecnnecescconssccsensnssosyes ot.aus — 
per for October were heavier than at any pre- poco el WEEE» 00200se0ceees a) wae 4 
- ious time this year. A great many of Seuteciiie @ Mathalille.............00.c000e.- 60 sing, uli 
Se Minneapolis & St. Louwis...........+.s..55+ 287,066 ...... : , 
a _ I a ee cc cceeeeeeeeeseEsenee ##jse0ese j§§ «00s ; 1.65 . 
card aig yh i a macinness ; seas 4,80 
e in CLASS I ROADS. M. ¥., Chicago.& St. Louis............... ge ea we (b) 8.65 
well 600 euuttted) ; N. ¥., New Haven & Hartford.............. 1,583,228 ‘ea  ‘thabaa nwa 
1921 Net oper. —— — N, ¥., Ontario & Western...............+++- uae) <. @nsie — 70 
year income a 6% return Norfolk & Western. ...........cccccceccunes oe «=Ct (Ce _ 6.35 
sara oa eed nice By = eee | sehew eniendis dente 1,70 
a March 30.695 81.089 a gee 00 tan _ 75 
s April ...... 29,249 80,487 i Pere Marquette .......... cc seeereeecneees 4.85 
line Be scene 37,080 92,736 St. Louis, San Francisco............... adie : mt 7.25 
har sha a a St. Louis Southwestern................... = ds 4.55 
August .... 90,000 105,000 Seaboard Air Line...............+ sipbknltinns 26 ; denna 
September 87,174 113,000 I CD oc. da cncteenuceens om giveue (c) 8,15 
October .. *110,000 114,400 I ie ean tinnaamaihe a 90 ov 
BSS *Estimated Sy Ge wees ccccccccoccesecene ' 1,60 
ve I in ci anti pace chseenate teehee sae ; 12,25 
— ME eonceeeconseseseesccosessessesesee outs (g) .95 dane 
176 Western Maryland ..................5. ee (f) 2.40 
_ the roads have a large amount of deferred Western BERD cccccnccccsccccccccoccecce eee 
017 maintenance to make up and undoubtedly POE © SOND DP cercescccesiscencscnee ita adie 
w will expend as much as possible for the *Earnings are on the nine-month basis. 
se halance of the year. 
be (a) $50 par value. (b) After 5% on the common stock, all classe’ of stock share equally. 
van Probable November Results (c) Without oil income and after capital adjustments. (d) Including Denver & Rio Grande and 
2 after proposed adjustments. (e) On the 7% prior preference stock, (f) On the 4% 2nd pre- 
The volume of traffic for the first three ferred stock. (g) Om the preferred A stock. 
months of November was considerably 
below the corresponding period of the — —— 
. previous month, but this is undoubtedly 
sht nothing more than a seasonal fluctuation 
ct in Gila. Wieeinen ts cuneate & aaa 1S p—JiM_FEO_WAR_APR_MAY JUNE JULY AUG SCPT_OCT_NOY_DEC 
0- of lighter freight movement and the de- 2 
m cline in loadings for the first three weeks CAR LOADINGS 
‘he was about at the same rate as in 1919 
1g and 1920. Indications are that car load- 
he ings for the months will not exceed 3,400,- 
~ 000, compared with about 3,870,000 in “ 192 
- 1920, and 3,600,000 in 1919. The observ- c 
iS ance of Armistice Day as a legal holiday = 3.5 
or affected loadings to the extent of about = 
er 100,000 cars. If maintenance charges for = 
the month are as heavy as they were in 
er October the net operating results will be 
33 considerably below the October level. In 


g any event the writer does not believe that 
a earnings for the month will exceed 
H. $85,000,000. 
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International Motor Truck Corporation 





A Very Attractive First Preferred Stock 


Offering a 10% Yield That Appears Safe 


ITH no funded debt ahead of it, 
W and with the company in a very 

strong trade and financial position, 
International Motor Truck first preferred 
stock seems one of the cheapest stocks on 
the New York Stock Exchange. Selling 
at about 71 this 7% issue offers a return 
of nearly 10% on the invested money. 

A yield of 10% even these days is 
looked upon with suspicion. In fact, 
any stock that yields from 9% up is 
placed automatically in the class of 
“less desirable” securities. Yet in this 
instance, and in the writer’s opinion, 
the 10% yield should not be taken as 
a sign of weakness, actual or potential, 
but rather as marking an unusual op- 
portunity for investors. 

Since the yield on a preferred stock is 
generally a reflex of two conditions, (1) 
the money situation and, (2) the condi- 
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tion of the particular company, it follows 
that the status of International Motor 
Truck first preferred can be decided from 
an analysis of these conditions. 


The Money Situation 

Since the beginning of 1921, the supply 
of money has increased materially and a 
surplus of funds has been steadily stream- 
ing into the investment markets, particu- 
larly bonds, with the result that, as these 
issues were absorbed, the prices advanced 
and the yields consequently became less 
generous. While not so true as of bonds, 
this situation has also developed in the 
preferred stock department of the invest- 
ment market. Many well-known pre- 
ferred stocks have advanced from 10 to 
15 points. International Motor Truck first 
preferred, along with many other good 
preferred stocks, has. also advanced, sell- 
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ing currently at 71 against a low price 
for the year of about 64. 

However, the preferred stock list has by 
no means discounted the improvement in 
the money situation, and it may be con- 
fidently expected that all good preferred 
stocks will be found selling from 10 to 20 
points higher than the present level within 
a reasonable period. rom this viewpoint, 
therefore, the issue under discussion may 
be regarded in a favorable position. 


The Company’s Strong Position 


There are other factors applying to this 
stock which are of equally favorable im- 
portance. The International Motor Truck 
Corporation is one of the leading organiza- 
tions of its kind in America, and from the 
viewpoint of finances, is incomparably in 
the best position of any of the leading 
manufacturers of heavy commercial trucks. 

This company makes the well-known 
Mack truck and controls the selling of the 
Saurer trucks, the latter with a 20-year 
reputation in Europe. Since 1916, when 
the company in its present form was or- 
ganized, sales of trucks, broadly, have 
shown a tendency to increase. The two 
trucks have an excellent trade-name and 
under ordinary business conditions are 
bound to find large markets, both here and 
abroad, 

So far as the first preferred stock is 
concerned, the company shows a high earn- 
ing power, and this applies as well to the 
second preferred stock. In 1919, earnings 
amounted to $18.16 a share on the first 
preferred, and in 1920 to $24.21 a share. 
This year, of course, conditions have been 
unfavorable. Thus, in the first 9 months 
of the year, the company earned only $540.- 
000, after taxes and depreciation, or at the 
annual rate of about $7 a share on the 
109,218 shares of stock outstanding. This 
would just about cover the dividend. 


This showing, of course, is nothing re- 
markable, and were it not for the other 
factors in the company’s situation, it alone 
might be sufficient to invalidate the stock 
as a good medium of investment. 

However, as stated above, the results 
this year were due to the general depres- 
sion, and not to anything in connection 
either with the management or trade posi- 
tion of the company. Next year is ex- 
pected to be a fair year for business in 
general, and this should be reflected by a 
higher sale of the company’s products and 
consequently higher earnings. 


Financial Position 
There are few companies in so liquid a 
position as International Motor Truck. 


Not only has the company about $3,000,000 
cash, but there are no bank loans, A pe- 


culiar feature is that, with about $20,000 

000 working capital, against a gross bu 

ness this year of $25,000,000, there is a 
preponderance of working capital, This 

a rather unusual complaint these day 

with most companies on the ragged ede: 
because of a paucity of working fun 

However, it is a reassuring point so f 

as this company is concerned. Inter: 

tional Motor Truck, on its present worki: 

capital, could swing a business at le: 

twice as great as the present. 

On that basis the first preferred sto 
assumes the qualities of a bond. Inasmu 
as there is no funded debt ahead of tl 
issue, it shares first in the earnings of t! 
company. The total issue of this sto 
is very small and the company at all tim: 
should be able to earn at least sufficie: 
to pay the regular 7% rate. 

One of the reasons why the first pr: 
ferred stock is selling so comparative! 
low is that the stock is unseasoned. 
has a history of only five years and that 
not much, as preferred stocks go. How 
ever, everything about the company, 
trade position and financial strength an 
excellent management points to a situa 
tion in future years where this issue wi! 
be recognized among the best issues in it 
class, Its “seasoning” will be accom 
plished little by little. 

Necessarily with the longer existence . 
the stock and demonstrated earning power 
the issue will sell at higher and high 





International Motor Truck 
WORKING CAPITAL (June 30, 1921) 
Current Assets— 
EE 
Accounts and notes receivable 5,000,519 
Inventories . .. 12,018,262 
Investments 50,245 
Total current assets $20,528,769 
Current Liabilities— 
Accounts payable 
Accrued accounts 
Res. for taxes, etc. ......... 


Total current liabilities.... $2,198,043 


Working Capital "$18,330,726 


$1,005,258 
817,620 
1,375,165 














prices, especially under the influence of 
money rates; the stock has sold as high as 
84, compared with the current price of 71. 
At the latter price it yields 9.89. 

Considering the position of the com- 
pany with regard to its prestige in the 
trade, its financial position, strong 
management and generally favorable 
outlook, the dividend on this issue ap- 
pears safe and consequently the stock 
offers an excellent opportunity both 
from an investment and speculative 
viewpoint. 
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Union Bag & Paper Corporation 





Turns the Corner of Depression 


Increase in Business—Sound Financial Position—Half a Million Annual Savings in Wages 


has felt the éffects of the depression 
like most other industrial companies 
| its showing this year will not be im- 
ssive. However, analysis of the con- 
ions surrounding the company shows 
it the situation has changed since the 
1 of summer and that things are now 
the up-trend. 
nion Bag & Paper is the largest manu- 
turer of paper bags and wrapping 
ver in the country. It also has a large 
duction of newsprint, sulphite; sulphate 
d ground wood pulp, through its sub- 
liary the St. Maurice Paper Co., Ltd. 
ec latter company is destined to become 
e of the largest money-making units 
ned or controlled by the parent com- 
ny, 
Che industrial depression naturally shut 
a large part of the normal demand for 
company’s products and as a result 
ring the first eight months of the year 
erations barely averaged 50%. The 
tuation, moreover, was complicated by 
serious strike which nearly prostrated 
industry, between May 11 and June 29, 
hen the strike was settled by arbitration. 
luring that period, the company’s plants 
ere entirely shut down. Operating under 
‘ch disadvantages, it was natural that 
returns for the period should have 
en anything but satisfactory. 
However, since the end of September 
there has been a decided change. Job- 
ers and wholesalers have re-entered 
the market, orders have flowed in and 
he company is now operating at ca- 
pacity with enough business in sight, 
it is estimated, to keep the company’s 
plants working at top-speed for a num- 
ber of months. 


T's Union Bag & Paper Corporation 


Not Heavily Capitalized 


Union Bag & Paper is not heavily capi- 
ilized. Its funded debt is small, consist- 
ig of only $2,198,000 Ist mortgage 25- 
ear sinking fund 5s, due July 1, 1930. 
here are also about $730,000 bonds of 
ubsidiary companies. 

Following this small debt there is $14,- 
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977,850 shares of capital stock of $100 
par value. This stock was increased May, 
1920, from $10,000,000 through a stock 
dividend of 50%. There is no preferred 
stock so that the common issue lies very 
close to the property, a significant and un- 
usual condition. 

Estimating a value for the company at 
$22,500,000 as of December, 1920, and de- 
ducting all proper items, such as funded 
debt and current liabilities, we have a net 
value of close to $18,000,000 against ap- 
proximately $15,000,000 capital stock. In 
other words, the company can boast an 
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asset value of about $120 a share, as con- 
trasting with the present market of about 
$70 a share. 

The company’s working capital is 
ample for all present requirements. This 
item amounts to nearly $5,000,000 against 
a total gross business of about $15,000,000 
In other the ratio of working 
capital to gross business is 33%, an excel- 


words,, 


lent figure. 
In the circumstances, the company may 


be considered in a satisfactory financial 


position. 
Large Earning Power 

Union Bag & Paper has expanded 
steadily since the time of its incorporation 
in 1899. It has absorbed a number of im- 
portant companies during this period and, 
including the St. Maurice Paper Co., Ltd., 
has a very large capacity. The production 
is over 30,000,000 bags daily and in addi- 
tion about 375 tons of paper, 200 tons 
of sulphite and a large quantity of ground 
wood pulp and kraft pulp. 

Since 1916, the company has shown a 
very large earning power. In 1920 it 
earned $25.69 a share; and in the poorest 
year—1918, which was only an 1l-month 
year on acount of a change in the com 
pany’s fiscal year, earnings mounted to 
$1443, or nearly twice the present $8.00 
dividend 

As stated in the foregoing, operating 
conditions during the early part of the 
current year were not satisfactory and, 
despite the improvement which has re 
cently come into the company’s affairs, th 
final showing is apt to be a compara 
tively poor one. At the close of last 
year, the directors set aside a special 
reserve of $1,200,000 for dividends 
which has been consumed during the 
current year. With this reserve from 
which to draw, the company did not 
find it necessary to use its earnings for 
purposes of dividend distribution and 
consequently whatever amount of earn- 
ings which accrue this year will go to 
surplus. 


Is the Dividend Secure? 


It takes about $1,200,000 to cover th: 
$8 dividend on the outstanding stock. In 
the past few years the company has shown 
ability to earn this dividend by a wide 
margin. Conditions, however, have changed 
greatly in the past year or so, and it is 
reasonable to ask whether the present 
dividend rate can be considered secure. 
There are three factors to consider 
One is the probable amount of business in 

(Continued on page 204.) 





Union Bag & Paper Corporation, Bakers’ Falls Group, Hudson Falls, N. Y. 
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Industrial 


Dollars Earned Per Share i in 1921 


aS CO 
First Second Third Six 


Industrials 
Allis-Chalimers eevee 1.89 O26 «GED ik cscs 3.74 
Am. Hide & Leather pfd. f. 2.00 a def. 


Am. Locomotive com.......... a a ne ee 
Central Leather a ; errr def. 
Coca Cola ee Y c ; ey 5.00 
Colorado Fuel & Tron ~ J 3 i ganna def. 
Corn Products com : d r ” 7.54 
Endicott Johnson : 
Famous Players 
General Asphalt 

eral Motors 
Lackawanna Steel 
Pierce Arrow p 
Republic Iron & Steel com.... 
Stewart-Warncr 
Stromberg Czrburetor 
Studebaker com 
VU. S. Steel com.. 
Vanadium 

Oils— 

Caddo Central 
California Petroleum 
Cosden & Ci 
Houston Oil 


Island oil 
Mexican ay 
Middle States Oil. 
Pacific Oil 
Pan-American A 
GE GUND oo cisc dvecce 
Sinclair Consol. 
White Oil 
Mining— 
American Smelting 


American Zinc pfd b - def. 
Chino . def, 
International Nickel énene  daees 
Nevada Consolidated ......... def. 
Ray Consolidated . def. 
Utah Copper def. 


Investors’ Indicator 


Current Earnings—Dividends—W orking Capital 


Nine dend cent Price 
Quar. Quar. Quar. Months Months Ratet Price %n 


Oil 


Present Yield 
Divi- Re- on Recent 


Remarks 


4 36 
none 56 


Working capital, $24,000,00x 
Nine months deficit, $757,858. 
$5,000,000. 

6 5 ‘ Working capital about $40,000,000. 
none oes Nine months’ deficit, $12,338,586. 
tl ! Bottling suits settled. 

Nine months’ deficit, $579,094. 

6 : Working capital about $30,000,000 
5.00 7 é Working capital, $20,000,000. 

8 ‘ Working capital $10,000,000. 


Working capital, 


- : ese Six months’ deficit, $911,557. 
1 ' Working capital, $125,000,000. 
none 3 wale Nine months’ deficit, $2,709,295. 
none 3: ‘ieab Nine months’ deficit, $4,000,000 
none ; aes Nine months’ deficit, $3,939,972. 
2 2 ' Working capital, $6,000,000. 
none 32 ao Working capital, $1,000,000. 
7 7 : Working capital, $30,000,000. 
q Net in September $2,100,000 higher than in July. 
Six months’ deficit, $64,204. 


Six months’ deficit, $228,668 

Working capital, $2,650,000. 

Earnings before depreciation 

Earnings before depreciation, 
lumber sales. 

Properties in Mexico 

Net current assets, $14,000,000 

Earnings before depreciation. 

Earnings after depreciation. 

Owns. 70.5% of Mex. Petr. com. and 75.2% pref. 

Six months’ deficit, $2,348,133. 

Net current assets, $50,000,000. 

Earnings befcre depreciation 


but do not include 


Six months’ deficit, $3,203,966 

Nine months’ deficit, $148,330 

Six months deficit $357,746, 

Deficit six months ended See. 30, $696,188. 
Six months deficit, $285,4 

Six months’ deficit, $551, $05, 


"2 34 Six months’ deficit, $534,057 before com. divs. 
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tDividend rate given covers regular declared dividends on yearly basis. Extra or stceck dividends are indicated in foot notes. 


*Pays 2% quarterly in stock. 


tNo regular dividend rate announced. 


In 1921 $1 paid Dec. 1. In 1920 $2 paid. 














How to Use the Indicator 


Why It Was Revived—Changes from Old Indicator—The Trend 


ANY of our subscribers noticed that 

THE MaGAzINE OF WALL STREET 

several months ago discontinued the 
Investors’ Indicator. This table as for- 
merly published gave earnings for the past 
five years on a list of important industrial 
companies and in the past our readers have 
found it a rather handy reference table. 
After a good deal of consideration it was 
given up. If there is one thing that THe 
MaGAzINE OF WALL StrEET wishes to 
avoid is to bring to the attention of its 
readers statistics which are misleading. 
Because of the great changes that have 
occurred in the business of our country 
in the last eighteen months, past earnings 
are a rather poor indication of what a 
company may be expected to do in the 
future. Earnings in the past several 
years were made in a period of inflation 
and should for that reason, if for no 
other, be more or less disregarded, Com- 
panies which in 1919 and 1920 showed 
very large profits may report a good sized 
deficit in 1921. Current earnings and the 
future outlook are more important factors 
to consider. 
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The New Indicator 

In running this table again, therefore, 
we have eliminated any reference to 
previous earnings and have included in 
the table only those companies which 
furnish stockholders with statements of 
current earnings. These current earn- 
ings are well worth studying as they give 
an excellent indication of the trend of 
business. Especially in the case of quar- 
terly reports can the investor get a good 
idea as to whether the company in which 
he is interested is on the up grade or 
otherwise. 

Take, for example, Coca Cola. For 
the first quarter of the year this company 
reported $0.90 a share on its stock; in the 
second quarter $1.90 a share; and in the 
third quarter $2.20 a share. This shows a 
steady growth in earnings and indicates 
that the company is in a healthy condition. 

Corn Products Refining is another 
company that has shown an increase in 
earnings in each quarter of the current 
year. American Hide & Leather after 


reporting a good sized deficit in the first” 


quarter of the year turned the corner and 


reported fair profits in the second and 
third quarters. 


Other Factors to Consider 


Of course in studying a security the 
current earning power is only one of the 
many factors that are to be considered, 
but after such matters as management, 
financial condition, outlook for the busi- 
ness in which the company is engaged, 
technical position of the stock, dividends, 
etc., have been duly looked into the in- 
vestor will do well to keep his eye -on 
the current earnings. 

It has been our experience, however, that 
many people in selecting securities for in- 
vestment or speculation lay too much 
stress on the earnings the company is show- 
ing and for that reason a little word of 
warning is perhaps not out of place, Man- 
agement really comes first and it is per- 
haps the most difficult factor for the in- 
vestor to determine correctly. 

Outside of a personal knowledge of the 
management of any corporation the best 
test is the test of time. If a company has 
for a long period of years shown the ef- 
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fect of an honest and capable management 
the securities of that company are entitled 
to more consideration than the securities 
of some new company that may be earn- 
ing more but whose management has not 
been thoroughly tried out. Many inves- 
tors have found this to be true to their 


\s an example take the case of 
Maxwell Motors. In 1916 the Ist pre- 
ferred stock of this company was paying 
7% and selling well above 80. It was 
purchased by a great many people as a 
desirable permanent investment for the 
following reasons: in 1916 the company 
earned the 7% dividend more than five 
times over, there were no bonds or notes 
thead of this preferred stock and working 
capital was $11,000,000, equal to $80 a 
share on the $13,700,000 Ist preferred, be- 
ides it had all the plants and property 
of the company behind it as assets. Yet 
thi: stock declined to under $5 a share. 
What was the answer? Management. The 
company’s assets were dissipated by a 
program of expansion which finally forced 
a reorganization. 

nother example that should cause in- 


vestors to stop, look and listen was 
National Conduit & Cable. This com- 
pany for years had done a profitable busi- 
ness in cables and wires when the stock 


was first introduced to the public in 1917. 
It showed a working capital at that time 
of about $10 a share on the stock; after 
allowing for the bonded debt and earn- 
ines for the first nine months were at the 
rate of nearly $4 a share. New hands 

e at the wheel, however, and the com- 
pany has never been able to report any- 
thine but deficits since. From a high of 
39 in 1917 the stock declined to under $2 
a share in the current year. 

Looking at the Bright Side 
) take a look at the brighter side of 
the picture. United States Steel com- 
mon had really nothing behind it but water 
when the corporation was first formed, 
but it did have management, capable and 
honest management, and with the great 
growth of the steel industry in this coun- 
try to help, it has not only succeeded in 
squéezing out all the water but has piled 
up assets far in excess of the par value 
of the common stock. 
will be noted that all the copper 
stocks show deficits in the current year 
The mines of all these companies are shut 
down at the present time. The surplus 
of copper metal on hand is gradually be- 
ine cut down and the price is strengthen- 
it It is expected that most of these 
mines will be operated early in 1922. 
arnings reported so far this year by 
the oil companies cover a period of low 
prices for crude. The recent advance in 
the price ef crude will be reflected in the 
last quarter of 1921. 

*rices at which the various stocks are 
sling are given in the table as of No- 
vember 26. 

[his Indicator, in its present revised 
form, will appear in alternate issues of 
the MAGAZINE. 

As in the case of all other departments, 

e are glad to receive criticisms or sug- 
gestions. Readers are cordially invited 
to examine the Indicator, as it now stands, 
closely; determine whether or not it con- 
tains all the information wanted, and which 
it is possible to get in the space allowed. 
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Another New Department! 


Space in Future Issues to Be Devoted to Analyses of Unlisted 
Corporations—Outlook for One Attractive Issue 


T has been the policy of THE MAGAZINE 
OF WALL STREET to give readers what 
they wanted. 

Recently, many new features have been 
added to the Magazine or old features 
restored, in accordance with this policy. 
For example, our present “The Bond Mar- 
ket” department was inaugurated about 
four months ago; also the Bond Buyers 
Guide. as it now appears. In this issue, 
publication is resumed of the always popu- 
lar “Investors’ Indicator.” 

There is another field which readers 
have expressed the desire to see us cover 
That is the great field comprising unlisted 
securities, which are dealt in over-the- 
counter, The companies whose securities 
are in this field include many of the 
strongest concerns in the country today; 
and their securities may be numbered 
among the highest-grade investment op- 
portunities. 

In response to this demand, we are in 
augurating, beginning with this issue, a 
new department to appear under the cap- 
tion, “Over-the-Counter.” 


Type of Articles to Appear 

It has become increasingly apparent to 
us that readers of THe MAGAZINE oF 
Watt Street prefer brief analyses to ex- 
tended analyses. Thus, we have received 
many expressions of approval of our one- 
page analyses, as contrasted with analyses 
extending over a number of pages. 


It is .not always possible to vroperly ° 


“cover” a company in one page. In the 
case of a railroad reorganization, for ex- 
ample (consider Mr. Graham's analysis of 
Missouri, Kansas & Texas in this issue), 
not less than two pages are necessary. 
However, in many cases, one page is 
enough; and in not a few cases the im- 
portant aspects of a company’s position 
and outlook can be explained in a few 
paragraphs. Most of the securities dealt 
in over-the-counter come in this last cate- 
gory. Broadly speaking, the majority of 
them represent standard companies, con- 
cerning which about all the information 
a stockholder, actual or potential, wants, 
is data as to proven earning power and 
also some information regarding the con- 
dition and outlook of the field operated in. 
Therefore, it will be our effort to con- 
fine our analysis of over-the-counter stocks 
to as brief a space as possible. Which 
will have the added virtue of permitting 
us to notice more companies, and thus 
cater to a wider number of investors. 


Market 

The over-the-counter market is not one 
that youn can put your finger on, That 
is, it is not located in any one place. On 
the contrary, it consists of a vast num- 
ber of investment, banking and .brokerage 
houses, dealings between which are con- 
ducted largely by telephone. 

The securities dealt in on this market 


include a very large number. For the 
benefit of our readers, we append a list 
of a few of the more active, together with 
the latest quotations upon them: 


I Ts eta ataen 188-198 
\merican Type Founders, co.m.. 38- 42 


\tlas Portland Cement.. . %- 4 
Babcock & Wilcox...... ..++++103-105 
Borden Company Dasha iiaadae 98-100 
en ae 97. 99 
0 a eee ee 88- 99 
Crocker Wheeler ................ — 75 
Jos. Dixon Crucible.............. 125-135 
Eastman Kodak ; . «+ »595-605 
General Baking Co.............. 125-130 
Ingersoll-Rand ........ . 130-140 
H. W. Johns-Manville . .375-425 
New Jersey Zinc...... .124-126 
Niles-Bement- Pond .. - 53 
Phelps, Dodge Corporation. . . 160-180 
Royal Baking Powder Co.. .. 81- 85 
Safety Car Heating & Light . 61- 63 


a I SS *—E—E—EEEEaee 285-310 


Thompson-Starrett 7 .. 56- 64 
Victor Talking Machine... . 800-900 
PE SE Binncedsaceusscan 90- — 
Yale & Towne Mfg.............. 235-245° 


There follows an analysis of one of the 
most prominent over-the-counter stocks: 


American Type Founders 
Company 


Common Stock Very Attractive 

The American Type Founders Company 
is the largest factor in the country in its 
particular line; manufacturing, casting, 
buying and selling type and printers’ ma- 
terial and machinery of every description. 
The company also does an extensive busi- 
ness abroad through its subsidiary, the 
National Paper and Type Co. 

The Jersey City plant of the company 
is the largest type founding plant in the 
world. There is another large plant at 
Franklin, Mass, In addition the company 
maintains selling branches at practically 
all the important cities of the United 
States with agencies in the leading for- 
eign countries, 

For years past this company has given 
a convincing demonstration of its high 
earning power. Since 1898 dividends of 
4% have been paid on the 40,000 shares 
of common stock without a single inter- 
ruption. This is a remarkable record, and 
one which has been duplicated by few 
companies. In the fiscal year ended Au- 
gust 31, 1921, the company earned the 
impressive amount of slightly over $16 a 
share on the common stock, or about four 
times dividend requirements. After all 
charges, including dividends on both pre- 
ferred and common stocks, there was 
added to surplus the sum of $490,000, 
equivalent to over $12 a share on the com- 
mon stock. 

The capitalization of the company is 

(Continued on page 205.) 
















Answers to Inquiries 


EXCHANGING LIBERTY BONDS FOR 
HIGHER YIELDS 

I am holding a rather large block of Liberty 
Bonds, but I am rather committed to expenses 
that necessitate a larger income. As much as I 
regret to do so, wuld ask yu to giwe me a 
list of ten bonds into whieh you believe I could 
switch with relative safety to get a yield of not 
less than 6%. I know that you do not favor 
selling Liberty Bonds, but I am_ compelled to 
ask you to arrange for the suneteaon, 


We I 
It is our opinion that Liberty Bonds will 
continue to climb upward and we believe 
that it will not be long before they cross 
par. If you desire a higher yield at this 
time, however, there are some excellent 
purchases in high grade railroad and in- 
dustrial bonds which will yield you close 
to 61%4% and this we believe will also 
appreciate in value as money becuimes 
easier. The following list of 10 bonds in- 
clude only reasonably safe investments :— 
Yield. 
International Mercantile Marine 6s 
Lackawanna Steel 5s 1950 
St. Louis & San Francisco prior lien 


6.75 
Chesapeake & Ohio conv. 5s 1946... 6.25 


Pacific Telephone & Telegraph 5s 
6.15 


6.35 
6.15 
6.55 


Detroit Edison refunding~5s 1940... 

Armour & Co. 4%s 1939 

U. S. Rubber 5s 1947 

Kansas City Southern Ist mortgage 
3s 1950 

Liggett & Myers deb. 5s 1951 


THE POSITION OF A TRUSTEE 
Seeks a Higher Yield 


I am a trustee for the estate of my father 
and am holding $32,700 in Liberty Bonds. A 
banker has advised me to exchange, I believe, 
@ part of the Victcry Bonds, since their advance 
in price into Federal Land Banks 5% bonds. 
The trust will continue for abcut 12 years, and 
I am desirous of keeping the income divided so 
that at least @ part will be payable —- rs 


6.05 
6.00 


Federal Farm Loan bonds are very well 
rated and the yield of 5% is slightly more 
than that given by Liberty Bonds. We see 
no reason why you should not make a 
switch under the circumstances stated. 
However, we would make a better diver- 
sification of the trust funds by purchasing 
some of the gilt-edge issues mentioned in 
our MaGazine, for example :— 

Price Yield 
Balt, & Ohio S. W. Div. (b) 

Ist Mtg. 34s, 1925........ 
Delaware & Hudson (a) Ist 

& ref. 4s 1943 
Southern Pacific (b) Ist ref. 

4s 1955 
Ches. & Ohio (a)- genl. mtg. 

a eee 
Penn. (a) genl. mtge, 4%4s 

1965 
Chic, R. I. & Pacific (a) genl. 

4s 1988 
Liggett & Myers (aa) deb. 5s 

1951 


8.25 


5.45 


HUDSON MANHATTAN Ist 5s 
Not Gilt Edge 


Ilobserve that you have not been giving this 
bend a very high rating recently and in view 
of the fact that you have always recommended 
it, would like to know your reason.—C. S. G. 


Hudson & Manhattan Ist lien refunding 
series A 5s, due 1957 are, it is true, a 
direct obligation of the company and 
secured by a mortgage upon its entire 
property. But, this bond is subject to 
prior liens of $5,000,000 New York & 
New Jersey Railroad Ist 5s and real 
estate mortgages aggregating about $900,- 
000. There are also $67,000,000 Hudson 
& Manhattan Railroad Ist 4%s which 
come before this issue but $66,000,000 of 
these are deposited under the Refunding 








RULES OF THE INQUIRY 
DEPARTMENT 


Inquiries and opinions as to intrinsic 
value, and other facts 
and statistics t securities, will be 
answered free of charge eubject to the 
following provisions: 

1. Those who send in inquiries mus 
be :egula: subscribers—not newss' 
buyers. 

2. All inquiries should be brief, with 

and address legibly written or 
_* Fi not 


tains 





remittances, complaints, etc., as these 
are handled by separate departments. 
The latter should be by separate letter. 

3. Stamped addressed reply envelopes 
hould be losed to avoid mistakes. 

4 Ar bl b of inquiries 
will be answered for each person during 
the term of a s ption. We reserve 
the right to reject inquiries from any 
subscriber who is imposing on the fa- 
cilities thus provided. 

5. Subscribers are free to make in- 
quiries by prepaid telegram. Upon re- 
quest we will reply either by mail or by 
wire collect. There is no extra charge 
for this service. 

6. We do not give speculative advice 
covering hases for “turns” or short 
selling, through this Department. Our 
opinions are based on investment values. 
Seperiere sy in sroding should 

‘or descriptive booklet regarding 
Trend Letter Trading Service.” 








bers is mutually confi- 




















5s as collateral. For the nine months 
ended September 30, 1921, the company 
reported a surplus after fixed charges of 
$247,000. This is before deducting in- 
terest on the Adjustment Income 5s. As 
fixed charges for the nine months were 
about $2,900,000 it can be seen that interest 
on the Refunding 5s is not being earned 
with any great margin to spare. We be- 
lieve these bonds are all right, but it is 
our policy to class bonds as speculative 
or semi-speculative when a small change 
in the earning power might affect their 
status. You can readily see from the 
figures we have given you that a decrease 
of as much as 25% in the net earnings of 
Hudson and Manhattan would result in 
fixed charges not being earned. Under 
these circumstances we cannot give the 
bond a very high rating. 


CUBA RAILROAD FIRST 5s 


An Attractive Bond 


T have been holding Cuba Railroad first 53 
which have had a heavy decline in the past year, 
Kindly tell me the present condition and whetiver 
you believe 1 ought to sell or switch into some 
other bends,—J. J. R. 


Cuba Railroad Co. has shown a cou- 
sistent growth in earnings and a remark- 
able development. The gross earnings 
have advanced from around $5,000,000 in 
1915 to around $14,000,000 in 1920 and 
the net earnings have advanced from $2. 
727,540 to $3,547,633 last year. At the 
end of 1920 the total net income available 
for fixed charges were well over $3,500- 
000 while fixed charges were a trifle over 
$1,250,000. The company was not only 


_ able to meet its fixed charges three tim 


but was able to pay dividends on its con 
mon stock and return a balance of ve: 
nearly $2,000,000 to surplus, 

We believe the weakness has been due 
to the sugar situation and falling off in 
business in Cuba, but we see no reason 
whatever for any anxiety as to the equit 


’ back of this bond and its longer rang: 


future. 

As you say, this bond used to sell at 
very much higher figures, above 100 in 
1914, and well above 90 till as late as 1917 
Even in 1918 it sold between 75 and & 
Interest charges have been earned on th 
average between 2% and 3 times. It sells 
around 67 at present and looks attractiv 


CORN PRODUCTS REFINING 
On a Sound Dividend Basis 


Do wou believe that Corn Products will } 
a higher devidend? The stock has had a! 
rise and I have been thinking of purchasi 
some of it as I have been told that the divide: 
has a good chance of being raised to 8& per cé 
How much did the company earn for the pa 
year?—B, W. G. 


Corn Products Refining. Co. came 
through the period of depression with 
flying colors. For the nine months ended 
Sept. 30, 1921, the company earned $7.54 
on its common stock. When the fact is 
considered that this showing was made 
during a period of falling prices and es 
pecially very low sugar prices, it can be 
regarded as rather remarkable. The com- 
pany is in strong financial condition. Th: 
stock has had a pretty substantial advance 
however, in the past several weeks anc 
while we think well of it, we would not 
be inclined to purchase except on a re- 
action of several points. The regular 
dividend is $4 plus “extras.” It would 
not surprise us to see a higher regular 
dividend declared if earnings are main- 
tained as at present. 

THE LEADING COPPER STOCK 
Utah in Strong Position 

Would like you to recommend a copper stock 
that in your opinion is the leader in its class 
I can only afford to go in for one stock of this 
character and if possible would like to have a 
good return on my investment while waiting for 
the market's turn. What do you suggest? 
i Ae A 

Utah Copper must be classed as one of 
the leading copper companies, because it 
is one of the biggest producers, is one of 
the lowest cost producers, has one of the 
largest ore ~eserves and is also one of the 





financially. Utah’s 
copper produced in 1920 was 
13.145 cents, in 1919 12.566 cents, in 1918 
14.533 cents, in 1917 10.995 cents, in 
1916 6.950 cents and in 1915 6.612 cents. 
Recoverable ore reserves as of Decem- 
31, 1920, were 365,130,800 ton assay- 
35% copper. As of December 31, 
the company had a working capital 
21,000,000 of which $12,000,000 was 
or marketable security. Utah is 
« dividends at the present time at 
ate of $2 per share per annum. The 
is shut down and these dividends 
eing paid out of accumulated surplus. 
e stock is selling around 56 because 
generally believed that the copper 
stry has turned the corner and that 
Copper will in the near future re- 
operations. It will then be in a 
ion to pay higher dividends. 


strongest average 


cost ot 


BUSINESS MAN’S INVESTMENT 
Preferred Stocks in Favorable Position 


close a rather long list of preferred stocks 
have been thinking of buying and would 
you to name those that you consider a 
s man’s investment. Also whether you 
ler Central Leather preferred an _ invest- 
r a speculation. Do you believe that pre- 
i stoc ks will advance in the same way that 
have heen doing for some time?.—-K L, S. 
ie following preferred Stocks we 
rd as attractive “businessman’s invest- 
ts” and believe that they should 
ually appreciate in value as money 
itions become easier 
merican Can pfd. dividend 7%, price 
California Fetroleum pfd., price 78, 
lend 7%; Baldwin Locomotive pfd. 
lend 7%, price 98; Continental Can 
price 96, dividend 7% ; Crucible Steel 
price 85, dividend 7%; American 
lting pfd. 7%, price 78; Pressed Steel 
pfd., price 87, dividend 7%; Kelly 
ingfield Tire, price 85, dividend 8% 
entral Leather pfd. we should regard 
peculative. Many people believe that 
company has now turned the corner 
its losses have been so terrific in the 
18 months, that we feel there is a 
t deal of risk attached to the company’s 
rred stock, and that it is still selling 
paratively very high compared with 


rs 


BURNS BROS. 


In a Strong Position 
notice that Rurns Rros. Co. has had a very 
advance from around 85 to well above 
What nas been the reascn for this ad- 
» and da you believe that I should now 
my profits or hold stock on which I have a 
profit?—B. L 
urns Bros., reported the most profitable 
year in its history last year which came 
during a time of general depression. The 
dividend was earned more than twice on 
about 81,000 shares common outstanding 
while profit and loss surplus was increased 
from $1,757,789 to $2,347,239. The earn- 
ines record of the company since 1917 has 
remarkable showing between $14 to 
earned during this period with an 
rage of about $15 annually. The sales 
year amounted to nearly $40,000,000. 
ts working capital is a little over $4,000,- 
) which compares with $2,627,128 in 
7. This company has now been merged 
with the Farrell Coal Co. and what this 
means to stockholders is fully explained in 
the Oct. 15, 1921, issue of THe MAGaztne 


for DECEMBER 10, 1921 


on page 836, which also gives you a com- 
plete report of the situation. We believe 
that you can safely hold your stock under 
existing conditions. 


CHICAGO PNEUMATIC TOOL 
Probably Turned the Corner 


Kindly give me your opinion of Chicago Pneu- 
matic Tool of which stock I hold 100 at 20 points 
above the present market price. 
last reported earnings, also werking 
and do you believe that the company 
chance of “coming back”? A 


Ww ra are the 
capital, 
has a 


Chicago Pneumatic Tool manufactures 
air compressors, pneumatic tools, rock 
drills, electric tools and appliances. This 
company has felt the depression in the 
steel trade as have all other companies in 
the same line of business. For the year 
ended December 31, 1920, the company 
earned 14% on its stock but in the cur- 
rent year it is not expected to do much 
more than break even. Under prevailing 
conditions this would not be a bad show- 
ing as many companies in the steel busi- 
ness are going to show deficits for 1921. 
Working capital of the company is some- 
thing over $9,000,000. As there is only 
$12,897,600 in stock it can be seen that 
there is a lot of real value behind these 
shares. Under normal conditions this 
company has always been able to show 
good profits and we regard the stock as 
a good one to hold for the long pull. If 
you hold this stock we believe you will 
ultimately be able to get out with a good 
profit. 


CHANDLER—COLUMBIA—PIERCE 
A Speculative Position in All Three 


Chandler, olumbia Graphophone and Pierce 
irrow are all selling at very low prices hat 
been holding Pierce Arrow at muth higher prices 
and would like to purchase Chandler and Ce- 
lumbia Graphophone if yeu believe that these 
are likely to sell very much higher during the 
present upswing in the market. I have lost con- 
siderable money in the past and would not care 
to purchase without your advice-—J. B. J. 


Chandler Motor for the six months 
ended June 30, 1921, shipped only 3,450 
cars as against 15,552 cars in the corre- 
sponding period of 1920. It is believed by 
well informed people that this company 
will have difficulty in maintaining its pres- 
ent dividend of $6 per share per annum 
The outlook for this stock at the present 
time appears to be rather uncertain. In 
1920 the company had a very good year, 
showing 16.68% earned on its stock but 
the car seems to be losing somewhat in 
popularity. Columbia Graphophone ap- 
pears to have a fair chance of pull- 
ing through without a receivership. The 
company recently succeeded in obtain- 
ing an extension of the major portion of 
its $13,000,000 bank loans until April of 
next. year. During the Christmas and 
New Year Holidays, as a rule, it succeeds 
in selling a large quantity of goods and 
this may improve its financial conditions 
sufficiently to get it “out of the woods.” 
The stock has fair speculative possibili- 
ties but is risky. 

Pierce Arrow for the first nine months 
of 1921 reported a deficit of about $4,000,- 
000. The company’s bank loans at the 
present time aggregate about $7,000,000. 
The explanation for the company’s poor 
showing in 1921 was first, a high inven- 
tory, second, increased over-head due to 


large plant capacity and curtailed output 
and third, necessity for amortizing cost of 
new model. Recently, however, there has 
been a turn for the better in this com- 
pany’s business and it may be able to pull 
through all right. We would not sacrifice 
the stock under the circumstances, al- 
though recognizing that it is decidedly 
speculative. 


THREE SPECULATIONS 
Vanadium—Willys—Loew 

Aindiy repert as briefly as possible Se, oust he 
and your opinion of the sticks named.— A, 

Vanadium Corporation reported for the 
six months ended June 30, 1921, a deficit, 
after depreciation of about $60,000. Presi- 
dent Replogle in September stated that the 
company’s business had been poor in 1921, 
but that since the close of the first six 
months there had been some improvement. 
It is, however, our opinion that it might 
be advisable for you to sell your Vanadium 
and put the money in some good oil stock, 
such as Cosden & Co. or Pacific Oil. 

Willys-Overland is largely over-capital- 
ized and we do not regard the outlook for 
the common stock as very bright. We be- 
lieve a switch into General Motors would 
be advisable. 

Loews, Incorporated, has fairly good 
speculative possibilities and we would hold 
this stock for somewhat higher prices 


ALLIS CHALMERS IN STRONG 
POSITION 


Kindly send me your opinion on Allis Chat- 
mers common stock, I believe I am entitled 
to ask this, being a regular subecviber. G. S. G. 

Allis Chalmers for the six months 
ended June’ 30, 1921, earned $3.23 a share 
on the common stock as compared with 
$3.96 a share the corresponding period of 
1920. For the full year of 1920 9.39% 
was earned on the stock, and about the 
same in 1919. 

The company is in a strong financial 
condition and working capital is equivalent 
to nearly $30 per share on its common 
stock. Incoming business seems to be at 
the rate of about 40% of normal produc- 
tion, but of course, this is to be expected 
under conditions now prevailing in the 
business world. We regard the stock as 
an attractive one to hold for the long 
pull. 


THE MYSTERY OF HOUSTON OIL 
Apparently Has Real Intrinsic Value 


Houston Oil has had a big advance and would 
like to know whether you consider the stock at- 
tractive and something about its present con 
dition. —F. J. H. 

Houston Oil Company owns in fee 
775,000 acres, in addition to over 200,000 
acres of oil and mineral rights, in East 
Texas and Louisiana. These holdings are 
situated within the general area known as 
the Gulf Coastal Plains recognized as 
productive of oil, sulphur and other min- 
erals. In 1916 this company sold one half 
of its interest in the mineral rights to the 
Republic Production Company and the 
Federal Petroleum Company, controlle 
by J. F. Cullinan, these companies assum- 
ing the management of Houston Oil Com- 
pany’s oil developments. 

(Continued on page 204.) 


























The Glory of the Commonplace 


About Forty Years Ago 

Two Perfectly Normal Young People 
Started Out Living 

The Boy Was Not a Genius 

The Girl Was Not a Ravishing Beauty 
They Were, Both of Them, 

Just Healthy, Wide-Awake, Up-and-Doing 
Kids. 


Of Course, They Got Married 


There Wasn’t Anything Unusual 
About Their Married Life. 
The Girl Did Just What Any Other American Girl 
Might—Or Has to Do: 
She Washed Dishes, Swept Floors, Dusted Furniture, 
Fought the Grocer, Gossipped Now and Then 
* * * And Had Babies * * * 
If She Was in Any Way Remarkable 
It Was in Saving a Little Money Every Month 


The Boy Was Just as Commonplace 

In His Way * * * 

He Kept Plugging at a Plugger’s Job. 

He Kicked About the Dinner Now and Then 

Bought a Car Before He Could Afford One 

And Sold It Two Months Later. 

Called His Boss a Slave-Driver Before His Wife 

And Then Made Her Ask the Boss to Dinner. 

* * * * The Only Thing About Him That Was Odd— 
And at That, It Wasn’t So Very Odd, 

Was a Hobby He Cultivated of Studying the Bond Market 
And Buying One or Two Bonds of the Sensible Kind 

Every Now and Then. * * * * * * 


Evenings, Now-A-Days, They Spend a Good Deal of Time 
Looking Back. And Mostly at the Time 

When They Had to Do Without 

To Insure What They Wanted Later On. * * * 
They’ve Still Got That First Bankbook. 

The Receipt for the First Bond They Ever Bought 

Is in a Gilt Frame, and Hangs on the Wall 

In a Room Upstairs * * * * * #* 

* * * The Grown-Up Boy Likes His Work Too Much 
To Retire; and the Grown-Up Girl 

Although She’s Sometimes Just a Little Lonely 

What With Her Children Gone, Likes “Him” Too Much 
To Ask Him to Retire * * * * * 

They Haven’t Got a Million Dollars, But They’ve Got 
Enough. 

And They Attribute Their Income to That First Bankbook 
And That First Bond. 


And I Don’t Know Why I Tell This Story 
Unless It’s Out of a Sort of Veneration for 
The Glory of the Commonplace. 


se 8 8 I Thank You. 


(Apologies to K. C. B.) 
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ord as being curious to 


] WANT to go on rec- 
know how any normal 


That Home 


Should You Build It or Rent It? 
By PERRY A. EMERSON 


question, “Where do you 
live ?” 


Financial Strength 





and civilized human being 

con, for the thousandth 

part of a moment, question 

the advisability of a man’s 

building a home for him- 
f—owning one — when 

he can afford it, rather 
in paying rent. 

And I don’t want that 

hen he can afford it” to 

misconstrued as a 
hedge, or a loophole espe- 
cially placed for me to 
wriggle out through if the 
answers to my questions 
get too hot. 

The situation, as I see 
it. is just this: When a 
man lives in somebody 
eise’s domicile, and pays a 

rtain part of his income 
over each month for the 
privilege, he thereby 
schews three things 
which, if he would only 
build or buy, he might en- 
oy. And those three 


subjects: 





The success of our Building Your Future Income Department 
can be attributed in large part to the personal interest readers 
have taken in it. 

Their letters—and, frequently, their articles—have been the 
base upon which the department has been built up. 
sult, it has “kept its feet on the ground,” and confined itself to 
the practical and real instead of branching out into the 
theoretical. 

On one subject, however, our readers have been silent. That 
is the subject of home-building. We believe this silence has 
been due, simply, to their not realizing that home-building, at 
least in the eyes of this Department, is one of the big, out- 
standing problems of a successful investment career. 

We cordially invite letters, not over 1,000 words in length, 
from those equipped by experience to talk on the following 


(1) Why I Built (or Bought) My Home. 


(2) Why I Would Not Buy (or Build). 
(3) How I Financed My Home. 


And we request that all such letters be addressed to the 
Managing Editor. 


As a re- 


The financial strength 
that goes with owning 
your own home ap- 
proaches the _ financial 
strength of money in the 
bank, 

Every time anybody 
writes up this feature of 
home-owning for THE 
MAGAZINE OF WALL 
Street, he does it in a mild- 
ly shaky fashion. He al- 
ways puts up condition- 
walls around his sentences, 
and “hastens to add.” Now, 
frankly, I don’t see any 
reason for being indirect 
or ambiguous about it. 

I figure the fact that a 
home that is owned out- 
right can be a producer 
of a lump sum of cold, 
hard cash, via the mort- 
gage route, to be one of 
the most valuable features 
of home-owning. And I 
believe it should be em- 








things I contend to be 
among the great, big, 
wholesome, practical things of life, the 
things that make living pleasanter and 
fuller. They are: 

(1) Moral Security 

(2) Standing 

(3) Financial Strength 

Please listen just a moment 


Moral Security 


Under the heading of “Moral Security” 
lo not list any orator’s chaff or meatless 
argument. To me the “moral security” 
that goes with owning one’s home is one 
f the fundamental perquisites to a happy 
stence, 
Dunning 
ny a 


landlords are the bane of 
man’s existence. Owners need 
vever experience it. The uncertainty that 
rent-payers must feel, “Will we be 
le to get this place at anywhere’s near 
same price next year?” home-owners 
need never suffer. The discomforts that 
artment dwellers must frequently en- 
ire, despite huge rental bills promptly 
id—and here I mean potentially costly 
‘comforts such as inadequate or care- 
ss heating, improper supervision of halls, 
liveries not promptly attended to, etc., 
, etc,—the home-owner can snap his 
gers at. To be protected against these 
things, not having to worry over or bother 
out them, I call “moral security” of the 
ghest order and something that is very 
uch worth while. 


Standing 


I know that I will be assailed for list- 
g “standing” as one of the complemen- 
tary attributes of home-owners and one 
hich makes home-owning worth while. 
in fact, the editor of these sometimes aus- 
tere pages would not surprise me in the 
least if he refused to let it “stand.” (I 
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hasten to apologize for the weak pun.) 

Nevertheless, I have a right to my 
own opinion; and I cling obstinately and 
tenaciously to the belief that the “stand- 
ing” it’ gives one to be possessed of a 
home is one of the big arguments in home- 
owning’s favor. 

The way I reach that conclusion 1s 
simple enough. I think over a random 
list of my friends. I think of Jack Bell 
and his sister who are living in an apart- 
ment over on the Jersey side. It is a nice 
enough apartment. Then I think of Art 
Nelson and his wife, who have a home, 
which they own, up on the Sound. Now, 
Bell’s flat does credit to his taste; but is it 
any evidence of his resources? If I were 
a credit-man and hadn’t foolishly enough, 
looked up the other important things, would 
I know from the fact that Jack has a nice 
apartment that he has an equivalently nice 
income? Don’t say, “yes,” please; there 


are too many people gambling their savings . 


against their ability to meet their rentals 
t6 warrant that! 

With Art Nelson, it’s a different mat- 
ter. There’s a fellow who owns the place 
he lives in. When I go there, I get a 
certain sense of solidity, of strength, of 
permanence. I get the impression that 
Nelson has character, determination, finan- 
cial resource and, not the least, courage. 
I argue, “Here is .a man whose hand- 
shake on a business proposition can be 
depended upon.” Where one has to 
make allowances for a certain possible 
“transience” and instability in Jack Bell's 
affairs, one gets the opposite impression 
from Art Nelson. 

And if you don’t think giving this im- 
pression has a real, commercial value, just 
notice how many good business men, when 
interviewing job-seekers, ask the old 


phasized and _ re-empha- 


that all the world may know. 


Please Ask This Question 


Here I wish somebody in my, I hope, 
large audience would arise and say, “Yes 

sure—we grant that you could raise 
money on a home that you owned; but so 
can you raise money on any other accept- 
able collaieral. Therefore, why not simply 
make your investment in something that 
won't require the carrying charges that 
a home requires?” I wish somebody 
would say this so that I might have an 
excuse for pointing out what everybody 
knows, namely: 

“A home is not, cannot be bought, pri- 

for commercial or business rea- 
A house and lot can be bought for 
such reasons, and lived in; but not a 
home. A home is bought and paid for, or 
built and paid for, that the buyer, or the 
builder, may have a certain number of 
square feet of ground, four walls and a 
roof which he may call his own and which 
will be his own, where he and those who 
belong to him may be supreme. The fact 
that it will assure him of a certain de- 
gree of Moral Security that he can’t get 
any other way, is simply an added virtue; 
the fact that it will give him a certain 
degree of business and social standing is 
just another added virtue. Nor is the 
financial strength represented by a home 
that is owned anything more than the 
same sort of a corollary. 

“These, and -the many other factors, 
simply make it ‘good business’ to own 
your own home. 

“They do not alter the main fact, viz., 
that, despite all the other instincts which 
civilization has made it wise for us to 
suppress, the homing instinct is still se- 


sized 


marily, 
sons. 
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Do $100 Investments Pay? 


The True Story of a Man, a Small Income, and a Bank That Co-Operated 


amounts to approach the proportionate 

return of the large investor with sim- 
ilar safety of principal and interest? After 
eighteen months’ effort to accomplish that 
result my answer is YES. Also I have 
found that, with but’ a small amount of 
capital, one can take advantage of the 
technical market position of a security. 
As to the security, any well backed bond 
will answer. 

Incidentally it has been proven to my 
satisfaction that an attempt to leap, even 
if it is successful at first, is almost sure 
to eventually prove disastrous. A leap 
can only be made by over-extension, the 
most insidious and pernicious form of 
hoggishness known to investing and the 
one which the small investor is. contin- 
ually combating. Lucky indeed is the 
man who meets this tendency and con- 
quers it early in his travels toward finan- 
cial independence. 


Searching the Civies 

In comnion with about a million others, 
a few days after my discharge from “this 
man’s army” in the spring of 1919, I 
made a search of all the pockets of my 
new suit of “civies” and found a total 
capital of some $22.07. My home was a 
small room in a small town hotel and my 
supply of clothes, except for a large over- 
coat, could easily be packed in a small 
suitcase. 

Just a year later that suit was relieved 
of its weary vigil and my record showed 
six jobs held, a total unemployed period 
of three and a half months and shifts from 
Buffalo to New England to New York. 
The bright side of the page was that the 
position held at that time seemed likely to 
last as long as my determination to stick. 
Even more unusual was a $5 bill left over 
after allowing for my living expenses 
which no one but myself had a right to 
talk to. .Not having a definite plan for 
that five spot, it went into a bank so its 
whereabouts would be known when the 
time came to use it. 

A rush of work kept us busy for several 


ir it possible for the investor in small 


weeks and when an opportunity to figure , 


what to do with the “V” came, it had 
grown to $55 through the addition of a 
similar amount each week, plus the cash 
remaining in my pocket on pay-day. 


Victory Notes Win 

Even though Liberty Bonds had left a 
bad taste in my mouth because of losses 
sustained on a few fifties acquired by 
force after being introduced to the Draft 
Board and sold under pressure while still 
in uniform, a little figuring convinced me 
that Victory Notes were the best invest- 
ment for my purpose. First, because they 
offered security of principal; second, they 
were easily marketed; third, compared 
with bonds of similar maturity and nearly 
as good backing, the current price was 
well below the average. 

The bank was therefore instructed to 
buy for my account one $100 Victory 
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By ROGER HEWITT 


Note. This cost $96.12 May 12, 1920. 
With this bond as collateral the bank 
loaned me $80 on a note for one month 
at 6%. My cash payment on the Victory 
Note was $18.85. When the note came 
due a payment of $20 was made and a 
new note for $60 executed. Since the 
weekly deposits were slightly more 
than $5, the balance in the bank was 
gradually increasing. 

During the next week $130 was received 
in payment of an account so long overdue 
that it had been charged off to profit and 
loss. The idea of having bought a bond 
at a price which admitted of appreciation 
in value had started a spel] of day-dream 
figuring on various stocks. Fired by the 
speculative possibilities of low priced rails 
after reading a magazine article, the wind- 

















BONDS $900. 
vay CASH $202.90 











fall was dedicated to a separate fund 
called, in blissful ignorance, the “spec- 
vest” fund. “And right there was where 
I made my big mistake.” Really, there 
was no “vest” in it and the “spec” part 
kept me speculating for many a day the 
following winter. 


How the Windfall Was Used 


With this “easy money” five shares of 
Seaboard Air Line preferred were pur- 
chased at 1434 and five shares of Missouri, 
Kansas & Texas preferred at 11%. Fora 
time there was hectic pleasure in looking 
over the financial page each evening to 
see what my stocks had done during the 
day and, of course, all the gratuitous and 
other dope that could be found was avidly 


devoured. Then came melancholy da); 
indeed and weeks followed and th 
months and the end is not yet. The o 
thing that protected my other savings was 
the determination to keep the special fund 
entirely separate, whether it won or los:, 
and to continue my original plans wit) 
my weekly savings. 

Each note had been allowed to run tl 
full month, because of the desire to raise 
the balance of the bank account to $5!) 
and keep it there. An increase of $2.50 a 
week in salary July 1, 1920, provided for 
extra personal needs and on August 2! 
the amount of savings was raised to $10 
week. The added salary combined wit 
the surplus cash each wee': was consis 
ently near enough to $5 to make th 
possible. Another Victory Note was pu 
chased September 2 for $95.52. The noi 
at the bank was again for $80. 

By this time my figuring had taken 
more practical turn, for it showed th: 
there was a small and steady loss throug! 
allowing $20 to lie in the bank and nm 
draw interest for an average of tw 
weeks a month. In order to put ever 
cent to work as soon as possible, the pla 
of discounting the note as fast as the c& 
posits in the bank totaled over $70 w: 
inaugurated. This allowed a payment 
$20 approximately every two weeks an! 
the saving of interest proved noticeable 
the total cost of the bonds. 

_During the latter part of Septem 
rumors were current of an imminent rm 
organization of the Missouri, Kansas 
Texas R. R. Co., and as the price reced 
steadily my five shares of that stock wer 
sold at 1254—just a bit over the cost it 
cluding the two brokerages. The proceed 
were used for a suit of clothes. The Sea 
beard Air Line pfd. was held, howeve: 
for it was showing erratic weekly ad 
vances and greed caused the determinatio 
to hold it until it could be sold so as t 
return a 50% gross profit on the trans 
action. Like many other rails it advance: 
early in October, at one time to 205 
and then went down, then up a little an 
down still lower. For some time past 
has been hovering between 9 and 10. It : 
still listed on my books as an asset bu 
having decided to be honest with myseli 
the value has been left out. 


Good News—and Bad 


About the middle of October there cam 
the good news that a raise of $12.50 wa 
to be given me by the first of December: 
Every energy was now bent on having a 
large a balance by the end of the year a 
possible, for my mind was set on buyin; 
a $500 bond the next time. On a Friday 
toward the end of November, however 
notice was given me that due to the drastic 
retrenchment necessary to keep the com 
pany out of the hands of receivers it ha 
been decided to cut the force of employes 
by half and in doing that my job wa: 
abolished. 

On the following Monday a salesman’s 
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was secured in a department store, the 
$2.0 a week it paid just covering my 
ing expenses. Confidence in my ability 
keep employed led me to instruct the 
ink to buy another Victory Note during 
ristmas week, for the price was now 
and all the opinions one heard ex- 
ssed were that right after the first of 
year business would surely pick up. 
thin a week my job again failed me but 
suse of the reserve in the bank there 
med to be no danger of being over- 
ended at that time. Various odd jobs 
re now alternated with- days of search- 
for work, for it seemed that earning 
ng expenses was paramount at such a 
and that one could only afford the 
ury of devoting day after day to “look- 
for work” when he had a large reserve 
‘k of him or was absolutely broke. 
Washington’s birthday brought a new 
sition at $30 a week which, because of 
wrt hours, seemed to 


At this time it was found expedient to 
move to a new location to save time be- 
tween the house and the office and as a 
result my banking connections were dis- 
rupted. On the 18th of June my account 
which was now in a Savings Bank stood 
at $135 and it was possible to deposit at 
least $20 each week. It was suggested 
that my savings bank book be used as 
collateral to obtain a loan from a trust 
company for the purchase of my next 
block of bonds, in order that the interest 
on the amount on deposit might be re- 
tained. This was particularly desirable 
because the Victory Notes were getting 
close to the price at which orders had 
been given to sell them. A note was now 
taken with the trust company for $360, 
they purchasing for my account two $100 
3rd Liberty Loan 444% bonds at $91.60, one 
St. Louis-San Francisco Ry. prior lien 6% 
bond due 1928 at $85.75 and one Montana 


tme and brains would have been so 
thercughly and consistently applied to 
work. 

The last day of August found Victory 
Notes hovering around $99—the point 
which had been set as the selling price 
and on September 2 notice came that the 
three had been disposed of at $99.02. 


The Victory Notes cost.... 


Brokerage charges. 
Interest on Notes.... 


Total cost . 
They sold for. 


Less brokerage . 


Plus accrued interest 


Cost 


Interest received while holding bonds. 


$18.14 interest earned 





er an opportunity of 
taining more money 
m spare time employ- 
nt. The previous ten 
eks had shown that it 
is possible to live ade- 
ately on $20 a week so 
was again possible to 
t away as much as six 
nths before, when my 
iry had been $42.50 


The Close of a Year 


Che middle of March, 
21, marked the close 
a year of determined 
fort at saving, from 
hich it must be con- 
ssed more lasting pleas- 
had been derived 

in from the old days 
movies, theatres and 
pensive restaurants and 
that went with them. 
room was now in a 
igenial home in a Jer- 
suburb. My ward- 

e contained two suits 
clothes and an ample 
ply of linen, and a 
illy good steamer 
ink had been bought 
a second-hand shop. 
nancially there was no 
mparison with my pre- 
us condition, since my 
Idings were $300 par 
lue in Government 
nds and slightly over 
00 cash in the bank. 
st of all, my work had 
ven so congenial that 





Chart of the Course 
Brokerage 

and 

Cash Equity Interest 
in Bonds Charge 

$1.17 


Amount 
of Note 


Interest 
Received 


on an investment of 
$291.41 for 12 months 
—= 6.22% net. 


The selling order has 
been accompanied by 
an order to buy an 
equal number of 3rd 
Liberty Loan 4%4% 
bonds and this was 
done at $92.04. 

Now, just eighty-two 
weeks after having an 
extra five-dollar bil], 
the last note has been 
cleaned up and my pos- 
sessions total bonds of 
a par value of $900, a 
market value of $836.75 
and $202.29 cash in the 
bank. 


Bank 
Balance 


$35.73 
46.46 
56.59 
$7.12 
57.00 

* 52.00 
56.49 
$9.61 
$1.37 
53.36 
55.76 
173.00 
156.65 
160.90 
143.83 
121.41 
103.49 
103.70 
104.93 
105.76 
106.83 
108.20 
108.20 
109.72 


L’Envoi 


This story was started 
in an effort to prove 
that there is an oppor- 
tunity for the small in 
vestor to obtain a great- 
er return than 4%. In 
telling the story it has 
become plain to me that 
a rule for increasing 
been 
know 


ane’s salary has 
evolved and | 
that a waster can re- 
form, become thrifty 
and a producer, and like 
it 


now 


To maintain the good 
faith in which this has 
been written, a confes- 
sion must now be made. 








vas really hard not to 
id the time on it 
should have been devoted to recrea- 
[wo 3rd Liberty Bonds were pur- 
sed March 24, 1921, at $90.12, since 
y were now in the same relative posi- 
1 as the Victory Notes had been the 
ir before. Discounting my notes as the 
rplus in the savings account permitted 
ments of $20 proved a big saving and 
bled me to own the bonds in eleven 
eks. An increase in salary of $15 a 
ek was next obtained by working a few 
urs longer each day. Clothing again 
1k some of the surplus. 
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Power Ist and refunding mortgage 5% 
bond at $85, both in $100 pieces. 
Another Change for the Better 

On the 20th of August a change in work 
relieved me of night duties and added $5 
more to my weekly savings account. 
In all fairness the confession must be 
made that these increases came with 
startling speed and to my mind they 
are to be attributed to habits of hard 
work and saving developed during the 
previous year. Had my cruising range 
not been restricted by the determina- 
tion to save money it is doubtful if my 


I had promised that first 
$5 bill that I would put 
one hundred others with it for company 
and that they should have the honor of 
being used to buy HER an engagement 
ring. I confess, further, that I have not 
kept that promise, for, when I reported 
the necessary accumulation achieved, she 
stalled and only yesterday she stalled 
again, saying that a gold one chased with 
and by orange blossoms was much more 
desirable now. 


Mr. Hewitt got worthwhile results out 
of investing small amounts.—Eprror. 
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Points for Income Builders 


A Glance at the Financial Page—What’s on It—How to Read It 


OWADAYS, our newspapers are 
N built, largely, along the same lines. 

They all devote the front page to 
general news, “playing up” their stuff with 
headlines that have been made as startling 
and as interesting as possible; a page 
along towards the center for editorials, 
letters from the people and an occasional 
odd poem; the facing page for society 
columns, vital statistics and write-ups on 
charity work; later on the sports pages; 
and, finally, ‘way back next to the help 
wanted ads and the shipping and real estate 
news, the pages devoted to “the day in 
Wall Street.” 

It’s the last we are interested in. What 
use can these financial pages be put to? 
In what respect, if any, may their contents 
be misleading? In what other respects 
may they be helpful? 


Review of the Market 


The first column on the page, ninety- 
nine times out of a hundred, is devoted to 
a review of the previous day’s stock mar- 
ket. Frequently, this column is “signed 
stuff”; and not infrequently it is written 
by one of the best paid men on the news- 
paper’s staff. ‘ 

Naturally, this column reflects the per- 
sonality of its creator. Hence, with per- 


sonalities, it varies in style and strength. 


However, it always has a value, in that it 
provides the readers with an interpreta- 
tion of market movements by which to 
measure, amend, expand or qualify his 
own interpretations, 

Its misuse lies in crediting the writer of 
this column with omniscience and blindly 
accepting his conclusions. 


Volume Tables 


Most, if not all, the newspapers give 
on their financial pages tables showing the 
volume of trading during the period under 
discussion. The one this department reads 
gives volume according to seven classifi- 
cations, to wit: 


Railroad Stocks 
Other Stocks 
All Stocks 

x * * 
U. S. Gov’t Bonds 
Railroad Bonds 
Other Bonds 
All Bonds 


The same newspaper also compares the 
volume, in each class, for the day under 
discussion with the volume in the same 
class for the day before, for the day a 
year before and for the period January 1 
to date in the current year, last year, and 
the year previous. 

Volume, we think, is one of the truest 
indices of a market’s character; and 
changes in volume may be held to be truly 
significant. After all, it is the scope, the 
proportions, of any single movement that 
best portray the strength of that move- 
ment. If these proportions, as reflected 
by volume, are on the increase, the move- 
ment gives promise of being prolonged. 
If they are on the decrease, its termination 
may be held to be in sight. 


Since the volume figures are semi- 
official, they may be considered reasonably 
accurate. Investors who know how to 
study them can depend upon their cor- 
rectness. 

Price Ranges 

The biggest thing on the financial page, 
of course, is the price range table, which 
gives the opening sale, the highest sale, the 
lowest sale and the last sale for every 
stock traded in during the day. We call 
it the “biggest” because it takes up the 
most room. 

It should be pointed out that the prices 
shown in this table are for full 100-share 
lots, as traded in. The prices registered 
by odd lots, or lots of less than 100 shares, 
are not given; or, if they are given, they 
are specially designated as odd lots. 

This table is a leaf in the investor's 
record. Beyond that it does not go. One 
day’s showing in the securities market is 
seldom of great significance. 


The Column of Drool 


We don’t happen to know any general 
newspaper which does not print on its 
financial page a column of “gossipy para- 
graphs” on different securities. The the- 
ory is that every investor likes to read 
things about his pets. . This column is 
known in every newspaper office by a dif- 
ferent name. In at least one office it is 
frankly and simply referred to as the 
“column of drool.” 

In the newspapers which cater primarily 
to the speculatively inclined, this column 
generally refers, at least twice per issue, 
to “pool operations.” 


The writer of the. 


column, on the other hand, is generally a 
poor, hard-working fellow who wouldn't 
know a pool if he saw one, and who col- 
lects his gossip from the many manufac- 
tories dedicated to the purpose. 

In the more conservative newspapers, 
however, the column is generally devoted 
to special situations as they arise in the 
market, and to which it is thought worth 
while to call the investor’s attention, 
Composed of such material as this, the cc!- 
umn is always entertaining and frequent!y 
instructive. 

Bid and Asked 

The tinal editions of the evening papers, 
and most of the morning papers, carry a 
column showing the closing “bid and 
asked” prices on stocks not dealt in dur- 
ing the session. 

Some papers, realizing that the “last 
sale” in a particular stock may have oc- 
curred long before the session closed and 
that, in the meantime, a totally different 
“market” may have developed for it, show 
the closing bid and asked on all stocks, 
whether dealt in or not. 

Like too many other figures—those 
things that are never supposed to lie— 
these bid and asked prices should not be 
taken too literally. We've known times 
when a bid price was obtained from the 
“floor” in the midst of a session, when an 
order to sell at that bid price was imme- 
diately given; and when the original bid- 
der refused to buy at that figure, on the 
grounds that his price had changed in the 
four minutes it took (1) to learn that 
price, and (2), to offer him the stock. 




















this new one a few days ago. 


rooter this time. 
dangling a 





Mr. Collins, now well known to our readers, blew into the office with 


He mounts his Marketeer of Questionable Securities on an i igent 
Last time it was a Talking Bull. = 
juicy bunch of carrots before his prey—plainly marked the 
“PROFITS” everybody finds so irresistibly attractive; and then, with his prey 
within reach, shows him meting out the wages of gullibility. 


It’s too bad the marketeers of 


real life don’t wear similarly striking 
costumes. At least you could recognize them. 


He depicts the Marketeer 


























A Practical Christmas Present 


Suggested to Fathers of Young Sons 


By FLORENCE PROVOST CLARENDON 


OBERT BURNS, favorite poet of a 
thrifty race, expressed in trite 
phraseology the cardinal virtue of 

my, for money is saved, he said: 


Not for to hide it in a hedge, 
Not for a train attendant, 

But for the glorious privilege 

)f being independent.” 


e doctrine of thrift was preached to 
ind young in this country during the 
t years of plenty, but its practice was 
ften neglected. Now that the less 
erous years have come, those who 
garded these lessons in economy wish 
the homely truths of “Poor Richard’s 
anac” had been implanted in their 
is in early youth. Benjamin Franklin 
asized over and over again the es- 
il grace of saving, and many of such 
spenders now realize the pith of the 
philosopher’s query, “Wouldst thou 
y the value of money? Go try to bor- 
some.” 


Hard to Practice 


is often hard to practice thrift in ma- 
years; while jt is equally difficult to 
ulcate a habit of systematic saving in 
younger generation. Young men who 
just entered business life and are 
ting the first fruits of independence 
| it easy to forget the advice of their 
lers to save for the future. With many 
mg people enjoyment of the present 
irs seems to be heightened by liberal 
pending; they do not intentionally disre- 
rd the advice to save a portion of their 
nings, but they too often admire the 
ecept while postponing the practice. Yet 
the twig is bent, the tree will grow,” 
| if these young people are encouraged 
ve they will not be apt to depart from 

» habit in later years. 
Example, however, is always better than 
recept; its lessons reach further. One 
‘ the most practical Christmas presents a 
r can give to a young son who is 
t beginning to earn his living is a life 
rance policy on which the first premium 
een paid, The young man’s insur- 
is thus issued at an age when he can 
the benefit of small premium payments, 
he is trained in good season to rec- 
‘e the wisdom of building up an estate 
irly manhood. There is real psychol- 
in such a gift, for it implants the 
ight in the youth’s mind that he is of 
e value to the family or community, 
gives the thought an entire year to 


The Best Form 


Vhile the endowment form is a good 
for systematic saving, the 20-payment 
policy is on the whole better for a 

young man in such case. There is a nat- 
ural assumption that he may marry later 
on, or may have other family responsibili- 
ties which will necessitate his carrying in- 
Surance protection for beneficiaries in 
event of his untimely death. 


A 20-payment life policy for $2,000 may 
be placed on the life of a young man be- 
tween the ages of 17 and 20 years for an 
annual premium of approximately $54 ($27 
per $1,000 of insurance), this amount be- 
ing reducible by annual dividends. With 
the first year’s premium paid on his in- 
surance policy as a Christmas gift, it 
should not require any great incentive, nor 
any unusual sacrifice even on a_ small 
salary, for the holder of this policy to save 
a dollar a week to build this basic founda- 
tion of his estate in the sum of $2,000 
The annual dividends on the policy could 
be left to accumulate at interest, if de- 
sired, instead of being applied to reduce 
the annual premium payment. The policy 
is free from further premium payments on 
this plan when the insured is about forty 
years old. 


An Added Interest 


The 20-payment life policy holds an 
added interest for the young investor in its 





WHY NOT? 


A gift that combines practical 
value with inspiration is a gift 
worth while. 


In this article, Mrs. Clarendon 
points out a unique plan provid- 
ing for such a gift. Although the 
primary appeal is to “fathers of 
young sons,”” nevertheless it is 
shown how the idea can be 
equally well adapted to the cases 
of daughters or wives. 


Assistance in working out the 
mechanical features of this plan 
would be gladly provided to read- 
ers of The Magazine of Wall 
Street. 











“endowment option,” under which, after 
completion of the twenty annual premium 
payments, the insured may make the 
policy mature as an endowment by con- 
tinuing to pay similar premiums for a 
somewhat longer period. The face value 
of the policy—in this case $2,000—would 
thus be available in middle life, at a time 
when the money could be advantageously 
placed either in business or toward build- 
ing a home. 

The daughter, as well as the son, fre- 
quently enters business or professional life 
in these days after school life is finished, 
for the progressive spirit of the age influ- 
ences each member of the family unit to 
achieve a certain independence along in- 
dividual lines, The girl who is earning 
her own living should be stimulated to 
save, as well as the boy. She will have 
an increased pride in her independence, 
and an added desire to maintain it if she 


is taught to save regularly and systemati- 
cally. An excellent method of encourag- 
ing her is along similar lines. But in the 
case of a girl the Christmas present should 
take the form of an endowment policy, 
maturing in twenty, twenty-five, or thirty 
years, as may seem best to the parent who 
gives the first premium. Any of such ma- 
turity dates would fall within the middle 
years of life, if the endowment is for the 
benefit of a girl now under twenty-five. 
With the initial premium on her endow- 
ment paid as a Christmas gift, an impetus 
is given to the saving instinct, and the em- 
bryo business woman is imbued with a 
feeling of pride that, in addition to present 
independence, she is building up, as well, 
provision for the future. Whether she is 
married when the endowment matures, or 
is still a “bachelor maid,” she will appre- 
ciate the receipt of such a sum of money 
coming to her in early middle life—the 
fruit of her early thrift , 


For the Girl of 18 


\ 25-year endowment policy placed on 
the life of a girl of 18 years would require 
an annual premium of but $37 for each 
$1,000, reducible by annual premiums, 
When she is 43 years of age her endow- 
ment is payable, thus providing her with 
funds to realize some long anticipated de- 
sire—a trip to Europe or California, or 
part payment toward building of the little 
bungalow, which is the “Castle in Spain” 
of many a business woman’s dreams 

A man is frequently puzzled in selecting 
a Christmas present for his wife. He can- 
not do better than to evidence his affec- 
tion at this time in a gift of permanent 
value which will still attest to his pro- 
tective care in future Christmas Days 
when he may have been called to the Great 
Beyond. This can be accomplished by 
means of a life income policy in which his 
wife is named as beneficiary. The policy 
may be written to provide that in event 
of the insured’s death there will be paid 
to his wife each Christmas Day an income 
of, say, $500. Or, instead of having it 
paid only once a year, this policy may be 
written to provide a monthly income of 
greater or less amount, due on the 25th of 
each month, including Christmas Day 
The essential feature is that it gives to the 
beneficiary an assured income for life after 
the death of her husband, uninfluenced: by 
market fluctuations, requiring no invest- 
ment on her part, and leaving the recipient 
free from any responsibility regarding the 
income other than the receipt and deposit 
of the regular check from the insurance 
company 

Curistmas Turtrt—Can It Be Betrer 
SHown THAN sy Practricat Girts 
Wuicn Stimucate SAvING FOR THE 
Future? 

Curistmas Givinc—Can It Be More 
GenerousLty Expressep THAN BY PREPAR- 
ING FOR THE Future Comrort, aS WELL 
AS FOR THE Present Happiness or Loven 
Ones? 





Petroleum 


Oil Industry in Strong Position 


Recovery in Crude Oil and Prospect of Increased Demand—Important Mergers Formed—Outlook 


Good 
By E. R. LEDERER 


Dr. Lederer, who has had many years’ experience in the oil business and who is qualified to speak 
with authority, sees in the present the beginning of a prolonged period of healthy prosperity in the oil 


industry. 


Besides his general review of the crude oil market, Dr. Lederer discusses the numerous mergers or 


working arrangements recently effected by the following large companies: 


Pure Oil 
Cosden Oil 


HE present is an appropriate time to 
review the petroleum industry and 
its struggle toward final recovery 


Atlantic Petroleum 
Royal Dutch-Shell 


from crude followed tie lead and dropped 
with the raw material. until the market 
was almost demoralized. Prices came 
down rapidly to the 1915 level, so low, in 
fact, that the producers could not meet 
expenses, 

It was at this time that some of the 
leaders in the ranks of the big indepen- 
dents sounded their warnings and called 
on the trade to face the facts, and rally 


Union Oil (Delaware) 
Sinclair Oil 


alone were shut down in June. Further 
increases in the already enormous sur)lus 
stocks of crude and refined products 
caused by the sudden slack in demand 
from the various oil consuming industries 
were sufficiently stopped. 

By September, 1921, the effects of cur- 
tailed output had- made themselves 
The recovery in the price of crude started 
in October. In three months crude worked 
its way up, and by No- 
vember 9 it had reached 
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CRUDE OIL PRICE SWINGS 


PENNSYLVANIA 


NORTH-~ TEX 


the level of January | 
1919, or three times 
that which it brought 
in 1915. 

Pennsylvania crude 
at $4.00 and Mid-Conti- 
nent at $2.00 permit th: 
producer to ma k « 
money and encourage 
him to start drilling 
again, thus preventing 
a future crude shortage 
I believe that Pennsyl- 
vania crude will be 
stable for some time at 
$4.00. The South Penn, 
one of the largest p-o- 
ducers in the East, is 
stated as being willing 
to contract for all its 
production at this price 
However, the differen- 
tial with other high 
gtade crudes, such as 
Mid-Continent, North 
Texas, Louisiana and 
Gulf Coast is too big 
and will have to be ad- 
justed in the near [fu- 
ture; prices for these 


MY grades will have to 2 

















after a long period of severe depression. 

There is no doubt that the industry in 
the United States has again proven its 
strength and importance, and that it 
emerges from industrial depression one of 
the fittest in the industrial life of our 
country. It has successfully weathered the 
crisis which, to most of 
us, came unexpectedly 
and which brought 
business life to the edge 
of a dangerous panic. 

The petroleum indus- 
try was the last to feel 6. 
the change from pros- 
perity and war inflation 5.5 
which lasted for nearly 
two years after the 5. 
Armistice and which 
led most of us to take —4§ 
top prices for granted 2 
and to base all calcula- 4.0 
tions on them. It was sy) 

: Qa 

not until the end of n.d 
January, 1921, that the thal 
barometer of the oil £59 
business—the price of —_—“ 
crude—started to fall. O25 
Once started, however, . 
it fell rapidly. On Jan- 
uary 1, 1921, we had 2.0 
peak prices. Pennsyl- 
vania crude was ‘selling 1.5 
at $6.10 a barrel and 
Mid-Continent at $3.50, 1.0 
as compared with $4.00 
for Pennsylvania and 0.5 
$2:25 for Mid-Continent 
on January 1, 1919; and 0 
$5.00 for Pennsylvania 
and $2.75 for Mid-Conti- 
nent in January, 1920. 
By August, 1921, we had reached the 
low mark in crude prices, Pennsylvania 
crude selling at $2.25 and Mid-Continent 
at $1.00 or about one-third the price the 
two grades had brought eight months 
before. The other crudes followed in 
proportion, except California crude, 
which was not affected to such a degree, 
being held by a few big producers. 
Naturally all the products manufactured 
188 


all available forces to stem the tide. It 
was clear that the over-production had to 
cease. All available storage was full and 
no funds could be obtained to provide ad- 
ditional storage. 

The associations of the producers and 
individuals felt the necessity of drastic 
measures. Drilling operations were cur- 
tailed to the absolute minimum. Nearly 
1,500 small wells in the Mid-Continent-field 


higher. These crudes 
with a big yield of gaso 
line and lubricants are in strong de- 
mand and large refineries are buying 
and storing all of this oil they can 
possibly obtain to cover their large gas 
oline contracts for next year. The 
present stocks in oil-crude and finished 
products—cannot be considered too 
large, considering to-day’s rate of con- 
sumption, which is only 10% less than 
maximum consumption was. And yet 
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che largest users of oil are working 
only at reduced rate of capacity, like 
he mining and steel industry. When 

ll the large industries, shipping and 
ailroads operate at full capacity again, 
hese stocks will disappear rapidly and 
ve will, I believe, face a serious short- 

ge in crude and refined products: 

If we follow the curves of production 

id consumption since 1919 (note graph 

erewith), we can see that domestic pro- 

iction in 1919 was below daily consump- 
on, except during July; the same condi- 

m prevailed during the entire year of 

20 and so far in 1921, with the exception 

May. 

Domestic production plus imports ex- 

eded the daily consumption during the 

me period except in February, 1919, and 
ym August, 1919, to May, 1920. From 

e latter date until now this excess has 

en maintained, with the biggest surplus 

curring from March to June, 1921. Nat- 
illy, the unsettled Mexican tax situa- 

n and the salt water encroachment in 

largest producing pools of Mexico have 

1 will continue to influence a reduction 

the large imports of crude and thus 

excess of combined production over 

e consumption. There is plenty of oil 

t for many years to come in Mexico, 

it new pools will have to be developed. 

nly very recently the larger companies 

Mexico started on a more extended 

ldeatting campaign. Everyone familiar 

ith Mexican conditions knows that re- 

Its from such activities cannot be ex- 

cted for a considerable length of time, 

the necessary preparatory work, such 
dredging of ports and landing stations, 
ilding of roads and railroads has to be 
mpleted before the actual drilling can 
gin. Also connecting pipelines to al- 
dy existing pump-stations and trunk- 

s and probably new ocean terminals 

| have to be constructed before the new 

ls can supply crude to our markets. 
that time the demand for fuel oil— 

lich is the largest percentage of Mex- 

in crude—will be sufficient to consume 
this additional production. 

Recent statistics show that we are 
using to-day 5% more fuel than a year 
ago, 10% more than in 1919, and 26% 
more than in 1918, when every industry 


was running at full capacity; and the 
oil-consuming industries right now are 
operating at about 40% capacity. 


New Uses for Crude 


Fuel oil for marine purposes has become 
a dominant factor. Lloyds register shows 
that during the twelve months ending June, 
1921, oil-burning vessels built exceeded 
for the first time jin history coal-burning 
ships. With a small exception of three 
steamers with 8,581 tons all vessels built 
to class during this period in the United 
States were oil-burning. And of all ves- 
sels registered, 58% were equipped to burn 
fuel oil. Oil tankers represented more 
than 18% of the total tonnage registered. 
The increase in tonnage of oil tankers is 
steady, thus: 

In July, 1914, 1,478,988 gross tons 

July, 1919, 2,929,113 “ 
July, 1920, 3,354,314 “ 55 
July, 1921, 4,418,688 “ " 

In 1914 Lloyds register shows ships with 
1,301,209 gross tonnage as originally built 
or converted for oil burning. The last 
report gives the 1921 gross tonnage as 
12,796,635. 

The railroads have gradually become large 
consumers of fuel oil; the continual in- 
crease of fuel imports into England for 
railroads and industrial purposes shows 
clearly a big new market abroad. 

England is and will be dependent on us 
to furnish a large percentage of her de- 
mand: at present we furnish 75% of her 
total oil imports. 

Russia is and will remain for some time 
a negligible factor for the oil supply of 
Europe. Roumania is not up to pre-war 
output and will not be able to take care 
of the enormous growth in European oil 
consumption since 1914. The revival of 
the motor industry in England and France 
will necessitate importing enormous quan- 
tities of gasoline and lubricating oils from 
the United States. 

Germany with all its efforts to manu- 
facture motor spirits and lubricants from 
coal tar and lignite has to rely on us for 
95% of its gasoline supply and 85% to 
90% for lubricants. 

The United States and Mexico will have 
to expand their productions to meet these 
demands. 


Preparing for Big Market 


The refineries in the United States are 
preparing for the increased demand for 
gasoline and lubricants for the next year. 
They figure on an increase of motor ve- 
hicles—autos, trucks, and tractors—from 
9,000,000 in 1921 to 15,000,000 in 1922. 
Large contracts for next year’s gasoline 
output of many refineries have been placed 
recently by large companies. 

The Sinclair combine is beginning to 
operate its refineries at full capacity, after 
an extended period of greatly reduced op- 
erations. It has also increased its steel 
storage in the Mid-Continent field by many 
hundred thousand barrels. In combine 
with the Standard Oil of Indiana, Sinclair 
has contracted for large amounts of crude 
oil in the Mid-Continent and Mexia field 
The Texas Company and Standard Oil of 
Indiana have made arrangements to ex- 
change their patents for cracking process 
and to co-operate to develop the best 
known methods for extracting gasoline 
from all grades of crude to the highest 
efficiency. 

Recent Mergers 

Recent mergers between large pro- 
ducing and refining interests show new 
strategic steps are being taken in 
preparation for the future demands of 
a rising market. 

Pure Oil-Humphrey.—The new com- 
bine of the Pure Oil and Humphrey 
interests forms one of the strongest or- 
ganizations. 

The Pure Oil is one of the best or- 
ganized and managed independent 
companies. It has grown and ex- 
panded steadily in recent years. Pro- 
duction pipelines, deliveries and the out- 
put of the several refineries in the con- 
cern check up closely with each other, 
and prove a masterly leadership and 
full co-operation between the various 
departments. 

The large Mexia productions from the 
Humphrey properties will give Pure Oil, 
in addition to its own production in the 
Mid-Continent field, sufficient crude supply 
for its seven refineries and its increased 
export business. The new ten-inch trunk 
line and a contemplated refinery on the 
Gulf Coast will give the Humphrey inter- 

(Continued on page 215) 
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How the Independents Shape Up 


An Analysis of the Growth and Outlook of Two of the Biggest 


ILLIONS of shares outstanding is 
a relatively new innovation, espe- 
cially for a newer oil company, 
and this feature has not found great favor 
with a large number of well-informed 
critics. In round figures, Sinclair Con- 
solidated has nearly 4,000,000 shares out- 
standing out of a total issue of 5,500,000 
authorized, and naturally a 10-point ad- 
vance in the stock—not an extraordinary 
move under favorable circumstances— 
would place an enhanced valuation of 
around $40,000,000 on this enterprise. The 
public does not figure that way, but it is 
a good thought to keep in mind in buying 
or selling any stock. 
The aforesaid 4,000,000 shares are sell- 
ing around 23. 


By B. L. GOODRICH 


predecessor, Sinclair Oil & Refining, Sin- 
clair Gulf and other subsidiaries in the 
summer of 1919 during a boom, not only 
in securities but also in oil, land, material, 
ships, wages, commodities—in fact, every- 
thing that went into the company. It 
doubtless paid fancy prices for part of its 
organization. On the other hand, the com- 
pany received in November, 1919, over 
$50,000,000 from stockholders for stock 
underwritten at 57. At various times dur- 
ing its history it was possible to distribute 
the stock at very high prices. In this con- 
nection, an interesting Dow-Jones com- 
pilation on the price and volume of sales 
of Sinclair Consolidated shows the follow- 
ing: 


prevailing level. The company has about 
30,000 stockholders at the present time. 
If they hold on the average 100 shares 
apiece, they control 3,000,000 shares. But 
statistics of average public holdings are 
against any such large estimate, and one- 
half this figure would probably represent 
a better average, or 1,500,000 share: 
With less than half the company in the 
hands of the public, the writer would say 
that the majority of the common stock is 
now in “strong hands”—a development 
that must affect any conclusion as to the 
future, 


Close to Standard Oil? 


Thanks to Standard Oil of Indiana, 
which has very 





expansive wings, 





Using round 
figures again, pub- 
lic appraisement 
of the company is 
over $80,000,000 
for the common, 
plus around $50,- 
000,000 for its 
funded debt, or 
$130,000,000 for 
the enterprise. At 
the end of last 
year the net 
worth of the com- 
pany in tangible 
assets was shown 
at around $225,- 


Gross 


Total Income 


**6 Mon 








*After depletion and 
to June 30t 


Sinclair Consolidated Oil Corporation 
COMPARATIVE INCOME STATEMENTS 


Miscellaneous Income 


1920 have 


this big gasoline 
division of “Stand- 
ard Oil” seems to 
placed the 
seal of 26 Broad- 
way on the bottom 
left-hand corner 
of the Sinclair or- 
ganization, and 
thus given it a 
Standard Oil 
flavor. In the case 
of Sinclair, the 
Standard Oil pa- 
tronage consists 
of a fifty - fifty 











ownership in the 





000,000 back of 
the common stock 
—or $56 a share. The actual investment 
shows about $270,000,000 arrived at by to- 
taling all assets valued at around $353,000,- 
000 and deducting all liabilities (includ- 
ing notes, accounts, and funded debt), to- 
taling about $83,000,000. If we accept the 
company’s figures for depreciation, deple- 
tion and amortization as set up in the bal- 
ance sheet, and deduct this, actual net 
worth will figure conservatively $225,000,- 
000. The common stock,is now selling on 
a basis of less than half that valuation, 
which is doubtless fair in more ways than 
one. 


Sinclair’s Predecessor 


Consolidated succeeded the 


Sinclair 
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The lowest volume of sales was when 
the stock ranged between 20 and 25. 

The highest volume of sales occurred 
when the stock crossed 40. 

Highest daily sales was on November 3, 
1919, totaling 262,500 shares in the 60s. 

Lowest turnover was on July 21, 1920, 
totaling 1,200 shares in the 30s. 

Tabs kept on the daily sales from Oc- 
tober 1, 1919 (when active trading start- 
ed), until September 30, 1920, showed a 
turnover of around 7,000,000 shares, with 
a daily average of 24,000 and an average 
price of 46%. 

These facts are cited to show that the 
stock had a wide distribution at much 
higher figures, in fact at about double the 


big pipe line that 
extends to East Chicago, Ind. (includ- 
ing certain gathering lines purchased 
from the Texas Company), and covers 
about 2,800 miles of lines extending 
from the Texas and Mid-Continent fields 
This pipe line was a big undertaking at 
the time, involving an investment around 
$50,000,000. A big pipe line system is as 
important, and sometimes as expensive 
a railroad, and when the Sinclair organi- 
zation constructed jt there was apprehen- 
sion, and later on many “I-told-you-so’s” 
when Standard of Indiana was reported 
to have taken it over, which turned out to 
be nothing more than a partnership. 
Harry Sinclair may be a philanthropist. 
for all I know to the contrary, but stock- 
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holdérs will be pleased to know that he 
is also a cold-blooded, shrewd business man 
who has been accustomed to dealing with 
Standard Oil in the days gone by. Asso- 
ciated with him as president is his brother, 
Earl Sinclair, a banker and oil man en- 
gaged actively in the business for fifteen 
years. This brother, by the way, was 
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president of the Exchange National Bank 
f Tulsa, Okla—one of the diggest “oil 
in the country. Within the past 
two months it was announced that the Sin- 

ir Crude Oil Purchasing Company was 
owned jointly by Sinclair Consolidated and 
Standard of Indiana—and that ‘the partner- 
hip had acquired in excess of 10,000,000 
barrels of crude in the Mid-Continent dis- 
trict, and was accumulating about 1,000,- 
000 barrels a month in addition. This is 
a rather close relationship with “Standard 
Oil,” and obviously of great advantage to 
the big gasoline company, as well as “Sin- 
clair.” It is not stated when the 10,000,000 
barrels of crude was bought, nor the price 
paid, but we know that prices were very 
low only a few months ago, and that a big 
advance has taken place since, especially in 
the Mid-Continent field. The next best 
thing to being big is to travel in big and 
good company, and “Sinclair” is certainly 
doing this very thing. 


banks 


Sinclair’s Many Activities 

ine can search the whole list of oil 
companies and fail to find a single one 
that has so many strings to its bow, so to 
speak, as the Sinclair Company. It would 
take far more space than we can spare to 
diz into this really big corporation’s mani- 
fold activities in the oil industry, or to 
describe them even in part. It starts with 
production, not only in the most impor- 
tant fields in the United States, but also 
in Mexico, Costa Rica, Panama and Portu- 
gucse West Africa. In Mexico it has built 
up a large and important production, and 
through subsidiaries the means of trans- 
porting over land, and to the sea by load- 
ing terminals at Port Lobos. 

A mere statement of acreage and con- 
cessions over acreage in foreign countries 
often lends an exaggerated importance, 
Since producing acreage is the source of 
earnings and dividends, and the rest the 
cause of speculation, sometimes loss, and 
certainly conjecture. It is sufficient to 
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know that the company is producing about 
100,000 barrels daily, of which 40,000 bar- 
rels is “domestic.” The company pro- 
duced nearly 20,000,000 barrels last year, 
about equally divided between American 
and Mexican oils. Although a large por- 
tion of the crude oil—particularly Mexi- 
can—is marketed in that form for fuel, 
the company does a large business in re- 
fined products, particularly gasoline, lubri- 
cants, and grease. It does a retail market- 
ing business in over 20 states, and does an 
extensive wholesale business in France, 
Holland and Belgium. In both France and 
Belgium it is directly represented by sub- 
sidiaries, which it controls by purchase, 
namely, the Compagnie Industrielle des 
Petroles of France, and Sudan Freres of 
Ghent, Belgium. 

Sinclair aims to get a little coal on its 
own account and thus owns about 11,000 
acres in Illinois, estimated to contain on 
the average 5,000 tons per acre. Its real 
estate holdings are important, with refine- 
ries extending throughout the American 
continent—11 of them covering in the ag- 
gregate an immense acreage. It owns the 
marble-like building at the corner of Nas- 
sau and Liberty streets, New York, that 
forms one of the architectural features of 
the downtown district, and another large 
office building in Tulsa, Okla. Seven gas- 
oline plants, of daily capacity about 50,- 
000 gallons, and a daily refining capacity 
of 50,000 barrels, bespeaks the “big com- 
pany.” Another item is 177,000 tons of 


ships, of which 16 are tankers and 2 ocean- 
going. 

The writer hardly knows what else an 
“oil company” could very well own or be 
interested in. 


Earnings and Prospects 


The senior security is the 744% note, 
now selling around 100, a gain of 20 points 
within the year. Due 1925 and yielding 
7%49%, each $1,000 note is convertible into 
10 shares preferred and 2% shares com- 
mon, The yield would then be 8% on the 
cumulative preferred, and nothing addi- 
tional on the common, which pays no divi- 
dend. There is very little preferred out and 
not quoted, but it would probably sell in 
the 90s at present. Since January 1, 1921, 
the $2,000,000 semi-annual sinking fund 
against the notes came into operation, and 
the original issue of $47,504,000 is sub- 
stantially reduced by the sinking fund now 
operative. Property value is three times 
the note issue, and working capital alone 
is above $50,000,000. The notes are clearly 
an attractive semi-investment, with possi- 
bilities through the conversion feature, 
that might eventially give a very high 
yield on the original investment. 

With no dividends on the common stock, 
none in sight, and the sinking fund require- 
ments in operation against the notes, the 
common has a rather slender chance of 
“carrying itself’ for a while. We have 
touched upon the large supply—the man- 

(Continued on page 204) 





Pacific Oil 


Romantic Estimates of Values Rather Overdone—Immense Pro- 
duction Eventually Quite Possible 


HE easiest thing in the world—and 
perhaps the hardest—is to estimate 
the unknown, and in the case of Pa- 

cific Oil estimates of values, proven lands, 
and potential production seem easiest to 
make (on paper) and difficult to disprove. 
If anyone were to call you or I a liar, and 
a most unmitigated 
one at that—that 
would be a generous 
estimate of his opin- 
ion that we could 
not readily disprove 
In mining, engineers 
send a rock drill, or 
a churn drill into the 
ground and, after 
weighing and samp- 
ling, with the aid of 
the slide rule, they 
believe they give you 
estimates—when as a 
matter of fact the 
drill ought to get all 
the credit, since it is 
the only thing that 0 
knows what is go- 
ing on “in the in- 
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lands that formerly belonged to the South- 
ern Pacific Land Co., the latter in turn 
owned by the Southern Pacific Company. 
This is not a “slap” at the experts, but a 
calmer survey of the estimates ranging 
from $250,000,000 to $750,000,000 during a 
time when back of the appraisals there 
was some kind of 
axe to grin d, 
whether it be the 
Government seek- 
ing injunctions and 
damages, or the 
Southern Pacific 
Company seeking 
surcease from a 
troublesome 1 aw 
suit. 


What Are They 
Worth? 
Pacific Oil has 
3,500,000 common 
shares outstanding 
—no preferred 
stock, nor funded 
debt. Sensibly 
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side.” 

In estimating solids like orebodies, you 
have something tangible to weigh and 
measure up. In the case of oil, you have 
it—when you have gotten it, and no one 
is probably more surprised than the drill 
when it is struck. This is a preliminary 
observation on the rather loose estimates 
of values made for Pacific Oil’s California 


mon has no par 
value so the public is left to judge 
for itself. As Sam Weller used to say, 
“You pays your money and you takes your 
choice.” Public appraisal at 40, places a 
value of $140,000,000 on the entire enter- 
prise, which also includes 200,690 shares 
of the Associated Oil Company. The lat- 
ter sells around 100, and assuming this 










stock is worth it (which it probably is, 
without much argument), the value of As- 
sociated Oil, about $20,000,000 deducted 
from the $140,000,000 leaves $120,000,000 
as the market appraisal in recent days. 
This valuation is altered by the daily 
fluctuations, every 5 point move in the 
stock adding $17,500,000 to this valuation. 
All these figures fail very far short of the 
Government valuation in 1917 of $439,000,- 
000, which would mean $125 a share for 
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Pacific Oil plus $20,000,000 additional for 
its share in Associated Oil. 

The lands were originally a grant by 
the Government to help the construction of 
the road. Such grants were quite common, 
Canadian Pacific, Atchison, Union, and St. 
Paul all being large beneficiaries in the 
same way. Later the Southern Pacific 
Company transferred the land grants to its 
“Land Company,” which held them 
throughout the fight with the Government 
until transfer was effected late in 1920 to 
the present company, when the Govern- 
ment dropped its suit. 

The graph shows the production of oil 
year by year from 1915 to 1920, and it 
will be noted that development was quite 
steady and not spectacular. Doubtless 
the suit was discouraging and the land 
subsidiary only produced sufficient for the 
Southern Pacific’s requirements, with a 
little to spare. Capital expenditures for 
development were not extraordinary, as the 
graph shows, considering the size of the 
holdings. Some people claim that aggres- 
sive development was withheld through the 
law suit, while others say with equal em- 
phasis that the Land Company proved up 
about as much as it could very well do— 
without regard for law suits. 

The best information available is to the 
effect that of the 258,765 acres of the origi- 
nal grant with acquisitions—all held out- 
right—the company never “proved up” 
more than 18,000 acres, and sold 4,000 to 
5,000 some years ago. A revised estimate 
made then showed about 12,500 proven, 


with about 2,000 acres additional and 
“probable,” or about 14,500 acres as the 
entire oil holding upon which any hopes 
can be built with any degree of conserva- 
tism. As for the rest—estimates need only 
be limited, so far as I can judge, by the 
extent of the estimator’s imagination, and 
in view of the value of the present proven 
acreage, the speculative value of the re- 
mainder, or only a fraction of that re- 
mainder, would mean big things, of course, 
for the shareholders, if the unexpected 
happened. This is an analysis of reason- 
able values at present and probable future 
possibilities. As to the remote angles of 
possible future discoveries on its lands— 
the writer believes that his readers’ guess 
is as good as his own. 


Relationship with Southern Pacific and 
Standard Oil 


The company’s close affiliation with 
Southern Pacific is one of official and pub- 
lic knowledge. The Southern Pacific Com- 
pany is doubtless exercising a benign su- 
pervision over the Pacific Oil Company, 
with which it has a long-time contract 
which will continue for 25 years from 
January 1, 1921. The contract is, briefly, 
for 13,320,000 barrels yearly at “current 
market prices.” Either party can reduce 
the quantity by giving a year’s notice, but 
the Southern Pacific Company is appar- 
ently bound by the legal phraseology of 
the contract to take the maximum it can 
use for its railroad operations. The graph 
shows that Pacific Oil has been producing 
about 10,000,000 barrels yearly on the 
average, so both parties must be aware of 
the fact that the possibilities are entirely 
in favor of much bigger production in the 
future. 

The point has been made that deliveries 
being “at current market prices,” this is 
against the Pacific Oil Company. The 
writer sees no objection from the stock- 
holders’ viewpoint, as Pacific Oil is insured 
a good customer on the spot and need not 
carry over large inventories in bad times. 
Some of the weaker companies with poor 
marketing affiliations know what it means 
to receive orders from “headquarters” lim- 
iting crude runs to a percentage, or even 
refusing to accept deliveries for months, 
even at market prices. When you keep on 
selling “at the market,” you are likely to 
get boom as well as panic prices, and so 
long as you can deliver the goods, you 
only need worry about finding your mar- 
ket. Pacific Oil has no such worry. 

Rumors of Standard Oil affiliations have 
been rife, but there is no proof of “Stand- 
ard’s” direct interest. It has been said 
that at a stockholders’ meeting, interests 
“friendly to Standard Oil” turned up with 
proxies for over 1,000,000 shares, but again 
—there is no proof. What of it, anyway? 
If the company should turn out to be a 
wonder in the producing game, as the 
writer sees it, it could “go it alone,” 
backed up by such a customer as the 
Southern Pacific Company—and it may be 
a long while before it will have much sur- 
plus crude to sell outside of its contract. 
Standard of California is a big factor in 
the Golden State, and with California Pe- 
troleum, Union of California and General 
Petroleum dominating it, doubtless “a fin- 
ger in the pie,” via Pacific Oil, would not 
be a bad acquisition for Standard Oil, and 
doubtless the alert buyers at 26 Broadway, 
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New York, are very much alive to the 
situation, and have weighed the pros and 
cons these many months. It is an attrac- 
tive thought, of course, to stockholders, 
and they cannot be blamed for liking the 
story, but here again it is probably any 
man’s guess, with probabilities rather fa- 
voring some kind of affiliation in the years 
to come. Such a combination would 
rather offset British acquisitions througt 
Royal Dutch, and the tendency of Stand- 
ard Oil—as I judge—is to spike Mr. De- 
terding’s guns whenever possible, 


Dividend Policy—Outlook 


The writer was rather surprised to note 
the declaration of an initial dividend or 
June 9, 1921, of $1.50, and the mysterious 
manner of declaration, without stating 
whether it is quarterly, or semi-annually 
seems like keeping the stockholders guess 
ing unnecessarily. It has been construed 
generally as a semi-annual disbursement 
placing the stock on a $3 basis to yield 
7.5% at 40, or 6.7% at 45, which is not 
remarkable return on an oil stock, but 
better than nothing, and good enough for 
a start—if it is quite permanent. The 
earnings have been rather close to the 
dividend requirement, and that is why the 
writer raises the question, as he feels the 
management would not hesitate to make a 
change if conditions justified it; 3,500.00( 
shares at $3 calls for a disbursement of 
$10,500,000 annually. During the nine 
months ended September 30, 1921, the 
company earned the equivalent of $3.62 a 
share, exclusive of dividends to be received 
from its holdings in Associated Oil. These 
dividends would, on the 200,690 share: 
owned, total $1,204,140 per annum, adding 
35 cents a share to Pacific Oil’s income 
and so far as we know, a total of $3.97 « 
share on Pacific Oil when we add the ful 
year Associated Oil dividend to the nine 
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months’ earnings. The best quarter of the 
year showed $1.41 a share, and if we as 
sume the same result for the last quarte: 
(quite likely in view of the advance i: 
prices), the total would be $5.38 befor: 
taxes—the latter totaling well over $1,000,- 
000 to $1,300,000. The writer’s estimate 
is: $4.25 for 1921, net, allowing the divi- 
(Continued on page 201.) 
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THE ALLIED DEBT 


Somewhat late; we are publishing the 
tollowing letter, received shortly after the 
sompletion of our September 3 issue: 
Editor, THE MAGAZINE OF WALL STREET: 

Sir:—Your September 5 issue is inter- 
esting and instructive, as all the issues are. 
In connection with the war debts of the 
\llies to the United States, I never took 
much stock in Mr, Wilson’s pronounce- 
ment that this country wanted nothing out 
»f the war, if by that he meant that the 
\llies should not pay their debts. Too 
many people, I fear, can not understand 
that debts can be paid by commodities as 
well as money. I notice by today’s (Sep- 
tember 8) papers that the present admin- 
stration is putting forth certain ideas as 
to territories divided up among the AI- 
ies, which makes me think that sooner or 
ater the problem of the repayment of the 
debts will resolve itself down to this coun- 
‘ry’s getting much land or colonies in 
\frica or other parts of the world. From 
the standpoint of a small business man, I 
think this would be better than getting the 
money; as to that, there appears to be 
much doubt. 

The United States has always been sin- 
zularly fortunate in its “real estate” trans- 
actions, notably Alaska, Texas, the Louisi- 
ana Purchase, and so forth. Were this 
ountry to secure the German colonies in 
\frica, for instance, the probabilities are 
‘hat the German people at large would 
cather see us have them than to have them 
remain in their present hands. These ter- 
-itories would afford wonderful outlets for 
\merican capital and colonization. I sup- 
oost that in round numbers there must be 
about a million square miles of the German 
colonies in Africa; but even if only half 
that much, if. they were turned over to 
1s in lieu of the foreign debts, the price 
yer acre would be small, comparatively— 
around $30 per acre, on the supposition 
‘hat there are 500,000 square miles of ter- 
titory. If we could have, added to this, 
arge concessions in Russia, as well as in 
Turkey, in the long run the United States 
vould be better off, and the world at large 
would fare better, for the Allied debts 
would at once be cancelled. 

If allowed to drift too long, we shall get 
nothing in the way of money, but will 
allow to accumulate an enormous amount 
of ill-will and friction of one sort or an- 
»ther. 

Your remarks about the Fort Worth 
nan and the $100,000 he made for himself 
are amusing. I had read his printed mat- 
‘er before —C. M. 


A CONSERVATIVE 


Editor, THe Macazine or WALL STREET: 

Sir:—I have at the present time liquid 
funds for investment and speculation, but I 
am undecided whether to buy stocks at the 
present time or to wait for a short time. 
The action of the stock market indicates 
quite a strong foundation and technical 
position, seeming to lay the foundation for 
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a bull market very shortly. However, de- 
spite the fact that money is cheap and 
going to become cheaper, I cannot yet 
become enthusiastic on industrial stocks. 
I realize very well the stock market al- 
ways discounts the improvement of busi- 
ness by a good many months, but do not 
yet believe we have laid the foundation for 
a noticeable improvement—an improve- 
ment sufficient to enable the average in- 
dustrial corporation to realize a profit, even 
based upon the present selling price of 
their stocks, 

I may be viewing the situation somewhat 
too pessimistically, but I cannot feel safe 
yet in buying industrial stocks when most 
of these stocks are dependent upon the 
buying power of the population of this 
country. About half of the buying power 
of the country is based upon the income of 
the agricultural class. Their income has 
had a severe blow, and it will be at least 
a year before they will again be in a posi- 
tion to buy—not luxuries, but compara- 
tive necessities. They will be able to this 
year, liquidate a good share of their in- 
debtedness, but they are not going to be in 
shape to buy anything at all during the 
first six months of 1922—not, at least, until 
the new crop is marketed. 

Were world-wide conditions favorable 
to a substantial advance in the price of 
grains and farm products in general, I 
would feel somewhat more enthusiastic of 
the immediate future ; but the financial con- 
dition of the world is going to tend towards 
conservatism in purchases and conse- 
quently low prices of farm products. 

The great difference today between the 
cost of manufactured articles and the in- 
come of the agricultural population is the 
great cause of the present depression, and 
until this matter is readjusted there is no 
use talking about the foundation being 
laid for a period of improvement. 

I realize we are facing a hard winter 
and the consequent deflation to some ex- 
tent in the wage scale, but whether the 
deflation in this scale per unit of produc- 
tion at least, is going to be sufficient is 
another question subject to debate. 

The price of labor, which is one of the 
primary causes for the high cost of pro- 
duction, cannot be deflated over night be- 
cause the situation is a very complicated 
one, and management, in justice to labor 
cannot cut their wages in two, nor do we 
want to see such an abrupt adjustment. 
But because of the fact that this adjust- 
ment must be comparatively gradual, we 
are looking forward to a rather conserva- 
tive and quiet 1922. 

Another important fact that has a ten- 
dency to make me conservative is the 
fact that the railroad unions are so 
strongly intrenched that they may cause 
a disruption of industry when the next 
cut in wages comes around, which must 
be within the next few months. Railroad 
rates must come down and the only way 
to deflate them is by cutting the wages 
and the institution of a nine-hour day. 
To this the railroad unions will not give 
in without a fight. 


Because of the fact that 1922 is also 
going to be a comparatively unprofitable 
year because large organizations cannot 
be operating efficiently and profitably on 
a 50% and 60% operating basis, we can- 
not see how the price of common stock 
can hold at the present level, especially 
when dividends have been passed and no 
prospects of any dividend distribution for 
a long time, 

We are going to have cheap money next 
year, which may be the basis for an im- 
provement in construction, and conse- 
quently a lifting of the depression, but 
cheap money does not always mean pros- 
perity. If the commodity level is not low 
enough to warrant construction despite 
how cheap money may be, capital will not 
feel safe in going into construction 
projects. 

Many economists felt that the bottom 
of the stock market in December was at 
the bottom of the present bear market and 
the strength of the market in April and 
May seemed to foreshadow the beginning 
of the bull market, however, the action of 
the market since proves both wrong. 

The present strength of the market may 
deceive one as well as previously. We 
cannot compare the present depression 
with that of 1907 or 1914, because at that 
time labor and commodities were com- 
paratively at low levels, and the pur- 
chasing power of the big bulk of the 
country—namely, the agricultural section 
—was strong, which brought us out of 
the depression before we realized it. At 
the present time the purchasing power 
of the agricultural section is at the pre- 
war level and less, while the cost of fin- 
ished commodities, after the deflation of 
the past year, is still in many cases twice 
the normal level. 

With these points in view, I think the 
market is more of a trading one than one 
for long-pull speculation, and will be such 
a market unless the armament conference 
arrives at a satisfactory arrangement re- 
garding European and world-wide affairs. 

Despite the strength of the stock mar- 
ket, evidence from the study of the aver- 
ages still do not warrant too much 
optimism, as they have not yet gotten out 
of the accumulation rut. I still feel that 
there will be another opportunity, or pos- 
sibly two, for buying stocks cheaper than 
they are today.—L. S. 

It is our opinion that the market is in 
a major upward swing, but, as you say, 
the buying power of the public is still lim- 
ited and there are many uncertainties in 
the situation. This will tend, in our opin- 
ion, to cause frequent reaction. We be- 
lieve there are some excellent long pull 
speculations in the stocks whose dividends 
are reasonably safe because as money con- 
ditions work easier these stocks will prob- 
ably sell on a smaller yield basis. At the 
present time, for instance, there are many 
reasonably secure industrial preferred 
stocks that yield better than 8% and in a 
year’s time we do not think the yield on 
this class of maturity will be much over 
7.—Eprror. 
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Tennessee Copper & Chemical Corp’n 








Corner Definitely Turned 


Tennessee Copper in Much Improved Financial Position and Making Money—Shares More 


was referred to unfavorably, and 
it was suggested that holders of 
the shares might be wise to sell them with 
a good prospect of repurchasing at a 
lower level. It was intimated that the 
company was still suffering severely from 
the general depression, and that a definite 
turn in its affairs was not yet in view. 
Later, after the company had unbur- 
dened itself of a disadvantageous acid con- 
tract, and was struggling into a more fa- 
vorable position, we suggested that it 
might not be long before a favorable turn 
in the company’s affairs, and that the stock 
would bear watching, with a view to tak- 
ing advantage of any tendency to discount 
more favorable future conditions. 


Mee than a year ago this company 


Corner Now Turned 
Recently we pointed out that certain 
interesting figures on the company’s books, 
which had theretofore appeared in the red, 


were beginning to show in black, and 
that it was fair to say that the 
corporation was turning the corner. 


It now appears that the company’s 
earnings have been increasing regularly 
for the past three or four months, and 
in view of the fact that this record is 
made in an off season so far as the 
fertilizer industry is concerned, it can 
be stated with assurance that the cor- 
ner has been turned, and that the com- 
pany can now look forward to a regu- 
lar advance on the next wave of pros- 
perity in the sulphuric acid and fer- 
tilizer industries. 

It has been pointed out that the com- 
pany is not a mining company in the true 
sense of the word, but that it should be 
classed among the chemical manufacturing 
corporations, because its chief interests are 
the making of sulphuric acid, unmixed 
fertilizer, and fertilizer ingredients, and 
that whatever copper it produces may be 
considered in the light of a by-product 
which can be disposed of to advantage at 
the market price. 


Recent Operating Results 


Recent operating results are of more 
than usual interest because the company’s 
mining operations are being conducted 
with ultimate profit, which is more than 
most important mining operations can say 
at this time. Earnings for the year 1921 
will show a substantial improvement over 
those for 1920. The company earned 
nearly $400,000 during the nine months 
ended September 30, 1921, before deprecia- 
tion, but after deduction for interest on 





Promising 
By C. S. HARTLEIGH 
bonds, and after writing off inventory 


losses on its acid phosphate to meet cur- 
rent market conditions. If the present 
stride is maintained, the results for the 
entire year should be very encouraging, 
for the earnings appear to be increasing 
from month to month. The earnings for 
August and September amounted to more 
than $160,000, or at the rate of about 
$1,000,000 annually. 
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Last Spring cotton was selling at a very 
low price, and the outlook for the fer- 
tilizer business was quite gloomy, as it was 
not apparent how the Southern cotton 
growers would have any money available 
wherewith to purchase fertilizer for the 
coming season. However, cotton is now 
selling at a much higher figure, and it is 
believed that fertilizer will be in good de- 
mand during the coming season, and, fur- 
thermore, at advancing prices. Such a 
situation would have the effect of further 
increasing the company’s earnings, not only 
with regard to new business but through 
an actual reversal of the write-off on its 
acid phosphate inventory. 


Good Financial Condition 


Cash on hand, Federal and municipal se- 
curities, bills receivable, copper, acid, and 
acid phosphate have an aggregate value of 
about $3,200,000, which is equivalent to 
about $4 a share on the total capitaliza- 
tion. In this connection it is of interest 
to note that the production cost of the 
copper and acid on hand have already been 
absorbed, and that these stocks have al- 


ready been sold and are being currently 
delivered. 

Current indebtedness in the form of ac- 
counts payable, for supplies being pur- 
chased and paid for from day to day, are 
of nominal amount. The earnings are im- 
proving steadily, and there is every reason 
to believe that this improvement should 
continue, as contracts are in hand for a 
large portion of the company’s sulphuric 
acid production for the next two years, 
under contract prices showing a substan- 
tial profit. Cost of labor and supplies are 
going down, and the company’s production 
costs of both acid and copper are being 
lowered month by month. On the other 
hand, the selling price of copper is slowly 
advancing, 

It should be observed that the present 
earnings are being made during a period 
which is ordinarily a very dull season so 
far as the fertilizer trade is concerned, 
in fact there is usually little or no busi- 
ness at this time of the year, because it 
is in between seasons, when the purchase 
of fertilizer amounts to little or nothing. 
If the company is able to show increased 
earnings under these conditions, its out- 
look for the coming fertilizer season, 
which begins in January. may be regarded 
as favorable. 

Shares More Promising 

With the above conditions in view, it 
appears that Tennessee Copper is getting 
into a position where it will be able to 
show its real earning power, and that it 
should give a good account of itself dur- 
ing the coming year. It is safe to say 
that the corner has been turned by this 
company, and the recent behavior of the 
stock on the market indicates that those 
who are well informed regarding the com- 
pany’s affairs and its position in the in- 
dustry, are beginning to buy the stock. 
Actual discounting of future prosperity is 
evidently in progress, and the writer would 
recommend the security as an attractive 
speculative purchase, with fair prospect 
that it may eventually graduate to the in- 
vestment class. 

Near the end of a long depression, and 
at the beginning of a bull market many 
investors are on the lookout for attrac- 
tive low priced stocks. They favor, at 
least for a moderate percentage of their 
available investment capital, the shares 
of companies that have successfully 
avoided serious financial difficulties, and 
are in a position to make a new and 
stronger fight for profits and dividends, 
with fair prospects of success, Tennessee 
Copper offers such an opportunity. 
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American Zinc, Lead & Smelting Co. 





| Will American Zinc Resume Dividends? 


The Collapse in Zinc Metal—Its Subsequent Recovery—Future of Earnings 


O industry has been more 

thoroughly deflated than the zinc 

industry. In the early years of 
the war this metal soared to wunprec- 
edented heights and the subsequent 
decline has been just as drastic. Zinc 
is selling at the present time at 4.72 
cents per pound, as against a ten-year 
pre-war average of 5.59 cents. In the 
current year the metal declined from a 
high of 5.6 cents at the first of the year 
to a low of 4.27 cents in July. From 
July up to the present time there has 
been a slow but steady improvement. 

The break in the price of zinc in 
1921 was the result of a greatly lessened 
demand for the metal. The most im- 
portant use for zinc is in galvanizing 
iron, probably 60% of the entire output 
being diverted to this purpose. The 
latter product has been a drug on the 
market for the greater part of the cur- 
rent year. This lack of demand 
naturally resulted in the stocks of zinc 
on hand going to abnormally high 
levels but the tendency now is down- 
ward. 

There have been no fundamental 
changes in the zinc industry as regards 
either production or demand that would 
tend to keep the price of this metal at 
abnormally low levels. In other words 
there would appear to be no sound 
reason why the metal should not ulti- 
mately command a price at least equal 
to the pre-war level. It is good opinion 
that the recent improvement in price 
is the start of a gradual advance to 
well over five cents a pound. 


American Zinc’s Troubles 


With such a poor level of prices to 
work on American Zinc, Lead & Smelt- 
ing Co. has naturally had a pretty hard 
row to hoe in the current year. Under 
the circumstances the company has not 
done badly, as it has succeeded in keep- 
ing its losses down to a very moderate 
figure. For the nine months ended Sep- 
tember 30, 1921, operating loss, before 
deducting depreciation or depletion, 
was $148,330. For the quarter ended 
Sept. 30, the loss was only $22,417, as 
compared with a loss of $98,972 in the 
first quarter of the year. It can be seen, 
therefore, that there is an improving 
tendency. 

One reason that the company has 
been able to do as well as it has is 
the recent increase in its output of zinc 
oxide. The new zinc oxide plant of 
the company began operations Jan. 1, 
1921. This plant, located at Columbus, 
Ohio, has facilities for the production 
of lead free zinc oxide which is an 
ingredient used in the construction of 
automobile tires. The new plant rep- 
resents an investment of approximately 
$750,000 and adds about 9,000 tons of 
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this product annually to the company’s 
capacity. The fact that the company 
in past years, when profits were large, 
adopted a conservative dividend policy 
enabled it to finance the cost of this 
plant without borrowing money. 

For the year ended December 31, 
1920, the company reported a deficit 
of $1,017,956, after paying $6 a share 
on the preferred stock ($482,037). In 
1919 the deficit, after preferred divi- 
dends was $663,111 and in 1918, $125,- 
221. In 1917, $1.77 per share was 
earned on the common stock, in 1916, 
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$34.90 a share and in 1915, $13.70. The 
large earnings in 1916 and 1915 were 
of course due to the abnormal price 
prevailing for zinc, a condition that in 
all probability will never occur again. 
In 1911 and 1912, normal years in the 
zinc industry, about $2 per share was 
earned in each year on the common. 


In Good Financial Condition 


Despite the fact that working capital 
has been cut down somewhat by the 
deficits reported for the past three 
years and by plant improvements, the 
company is still in good financial con- 
dition. Working capital at the present 
time is estimated at about $2,500,000. 

Capitalization consists of $1,481,700 
5% bonds of the Granby Mining & 
Smelting Co. due 1926, which bonds 
have been assumed by American Zinc. 
There are 96,560 shares of preferred 
stock outstanding, par $25, and 193,120 
shares of common, par $25. The pre- 
ferred stock is entitled to $6 cumulative 
dividends per annum, which is equivalent 
to °24% on the par value of $25. 

American Zinc owns about 32,160 
acres of .land in the Joplin District, 
Mo. In 1916 the company purchased 


all the assets of the Granby Mining & 
Smelting Co., consisting of approxi- 
mately 30,000 acres of mineral lands 
in the Joplin District, 10,000 acres of 
coal lands in Illinois and smelters at 
Roselake, Ill, Neodesha, Kansas and 
Granby, Mo. The purchase price of 
this property was $8,000,000. It is gen- 
erally considered that this was an ill 
advised purchase as it was made on the 
crest of the zinc boom and a much 
higher price was undoubtedly paid than 
would have been necessary a few years 
later. By the purchase the company 
obtained a large area of mineral lands, 
but prospect drilling on this land has 
been rather disappointing to date. The 
zinc smelter at Roselake, however, was 
a valuable addition. 

The company owns 70% of the stock 
of the Wisconsin Zinc Co. This com- 
pany owns valuable zinc lands in Wis- 
consin, with a milling capacity of about 
1,500 tons daily. With zinc at its pres- 
ent price, however, these mines cannot 
be operated profitably and have been 
shut down. 


Outlook for the Securities 


Dividends on the common stock were 
discontinued in August, 1918, and divi- 
dends on the preferred stock were dis- 
continued in January, 1921. On the 
preferred stock the dividends had been 
paid regularly at the rate of $6 per 
share per annum from the time of is- 
suance until this year. The preferred 
stock was paid to the common stock- 
holders in 1916 as a 50% stock dividend. 

At current prices of about 36 Ameri- 
can Zine preferred appears to have 
fairly good speculative possibilities. 
Indications are that zinc metal is going 
to go higher and if it should get up to 
between five and a half and six cents 
the company would be able to make 
profits. For a mining company of this 
size, the working capital appears ade- 
quate and the company apparently 
would be justified in paying out a good 
part of its earnings in dividends. A 
resumption of dividends on this issue, 
therefore, should logically follow an 
advance in zinc to pre-war levels, al- 
though the dividend might be at a 
smaller rate then $6. 

As regards the common stock selling 
around 11, the outlook for dividends is 
not so favorable. In the first place 
back dividends on the preferred stock 
now amount to $6 and these will have 
to be paid before the common gets any- 
thing. Then there are the $1,481,700 
Granby bonds which fall due in 1926, 
the company will probably pursue the 
course of conserving any surplus earn- 
ings over preferred dividends, in the 
next few years, for the purpose of re- 
tiring these bonds. 
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Peoples Gas, Light & Coke 





Benefiting from Lower Costs 


Peoples Gas Making Excellent Progress—Securities Seem Attractive 


UBLIC utilities generally have been 

benefiting from the reduction in the 

cost of material and supplies and 
lower labor costs. Many have shown sub- 
stantial increases in earnings in the cur- 
rent year, and this class of security has 
come into favor with the investor again, 
after having been more or less tabooed 
for the past several years. 

Peoples Gas Light & Coke Co. (Chi- 
cago) has come back in earnings as rap- 
idly as any large public utility in the 
country. This has been due in part to 
a reduction in operating costs and to 
the increase allowed in the price of gas 
by the Public Utilities Commission of 
Illinois. In June, 1920, the commission 
advanced the company’s rates from 85 
cents to $1.15 per 1,000 cubic feet as a 
temporary rate for small consumers and in 
the spring of 1921 this rate was made per- 
manent. The City of Chicago is now con- 
testing this rate on the grounds that the 
cost of producing gas has dropped. The 
case is now before the Sangamon Circuit 
Court and it is good opinion that the com- 
pany will win out. 

At the time the rate was made per- 
manent the Commission stated its be- 
lief that the company should be per- 
mitted to earn 744% on a valuation of 
$85,000,000 for its properties, after de- 
preciation. This would mean net earn- 
ings available for bond interest of $6,- 
375,000, which, after depreciation, would 
be equal to approximately $10 a share 
on the capital stock. 


Earnings in 1921 


Peoples Gas recently gave out a state- 
ment of earnings covering the twelve 
months ended September 30, 1921. Net 
income was $7,522,590 and surplus avail- 
able for dividends $3,800,826, equal to $9.87 
a share on the capital stock. For the year 
ended December 31, 1920, the company 
reported a surplus for dividends of only 
$380,752 or 99 cents a share. This is in- 
deed a remarkable improvement and un- 
doubtedly forecasts an early resumption 
of dividends. 

In regard to dividends, however, it is 
anticipated the management will adopt a 
decidedly conservative policy. Samuel In- 
sull, president of the company, has re- 
cently stated in effect that, while the com- 
pany anticipates resuming dividends on 
its stock shortly, the dividend would not 
be large, because of the management's 
policy of building up the property finan- 
cially as well as physically. 

The last balance of the company, as of 
December 31, 1920, shows that the com- 
pany can well afford to be strengthened 
financially. Working capital on that date 
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amounted to less than $100,000 and there 
was a floating debt of about $5,000,000. As 
none of this year’s profits have been dis- 
bursed in dividends, however, the com- 
pany has been able to substantially reduce 
this debt. 
New Gas Plant Opened 

About the middle of October the new 
$18,000,000 gas plant went into operation. 

This plant is built in two sections, one 
for the production of coal gas and the 
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other for the production of water gas. The 
water gas plant has a production of 26,- 
000,000 cubic feet daily and the coal gas 
plant a production of 14,000,000 cubic feet. 
The plant is constructed to permit the ad- 
dition of more units and it is estimated 
that the capacity can be ultimately en- 
larged to 150,000,000 cubic feet. The Chi- 
cago By-Products Coke Co. owns the plant 
and will operate it for the Peoples Gas 
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Co. Under the contract for the sale of 
the gas the plant will ultimately become 
the property of the Peoples Gas Co. with- 
out additional outlay. This plant will ‘be 
ample to take care of all the future needs 
of the company. ‘ 

The company is still involved in litiga- 


tion over the well known “$10,000,000 re- 
bate suit.” This case has already hung 
fire in the courts for about nine years 
and bids fair to remain there for several 
years more before it is finally disposed of. 
Briefly the case involves the constitution- 
ality of the Act of 1905 whereby the legis- 
lature granted the City of Chicago the 
right to fix gas rates. Inasmuch as this 
right is now vested in the Public Utilities 
Commission, the case presumably has no 
bearing on the present situation, but con- 
cerns the rates fixed in former years and 
the liability of the company to make a re- 
fund thereon. As the company has not 
laid aside a special fund to take care of 
this, in case of an adverse decision, it 
would be a hard blow to stockholders if 
the case were lost. It is to be hoped that 
the case will eventually be brought to a 
successful conclusion. Legal authorities 
generally incline to the opinion that the 
company will win. 
Past Record Good 

A glance at the past record of the com- 
pany shows that up to the year 1916 it 
had a very consistent earning power. 
From 1893 up to August, 1917, the com- 
pany never failed to pay a dividend in any 
year, as the accompanying table shows. In 
other words it was only in the period of 
abnormal operating costs that the company 
had any difficulty in making a good show- 
ing. Now that these are getting down 
to a reasonable basis again, it appears logi- 
cal to assume that the company will con- 
tinue to show a fair return on its invest- 
ment. Of course a large public utility in 
a big city is more or less mixed up in poli- 
tics and damned first by one faction and 
then by another. The Public Utilities 
Commission, however, has shown a dispo- 
sition to be fair to the company and the 
prospects appear good that it will re- 
ceive reasonable treatment in the future. 

Capitalization of the company consists 
of $71,286,000 bonds, including $13,000,000 
bonds of the Chicago By-Products Coke 
Co., which are guaranteed principal and 
interest by Peoples Gas. There is $50,- 
000,000 stock authorized, of which $38,- 
500,000 is outstanding. 


Bond Issues 

Improved earnings and outlook for this 
company have bettered the position of the 
various bond issues and they are entitled 
to the consideration of the conservative 
investor. The largest issue is the re- 
funding mortgage 5s due Sept. 1, 1947. 
These bonds are secured by a lien on all 
the property of the company, subject to 
about $20,000,000 prior liens. There are 
$20,554,000 outstanding. At present prices 

(Continued on page 213) 
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An Informal Talk About Utilities 


Factors Leading to the Change for the Better—What the Future Will Hold—Status of Various 


INCE the Public Utility Department 
of the MaGazINeE was inaugurated 
in its present form, many develop- 

ments have occurred which have materially 
strengthened the present position and out- 
look of the utility companies and, sub- 
sequently, which have enlarged the mar- 
ket possibilities of their securities. It is 
of practical interest at this time to review 
informally some of these developments, 
and interpret their significance. 


Helpful Signs 

The chief development favoring pub- 
lic utilities has been the cuts made in 
operating costs. Reductions in wages and 
fuel have made it possible for public 
utility companies as a whole to operate at 
considerably less cost than was possible 
for the last three years. 

Although the above is particularly true 
of the electric light, heat, power and gas 
companies, it is nevertheless largely true 
of all other public utilities, not even ex- 
cluding the tractions. A street railway 
is run by electricity; the cost of generating 
electricity plays an important part m a 
street railway’s total costs. Hence, with 
declines made possible in generating costs, 
the tractions’ total costs must decline in 
proportion. 


Authorities More Lenient 


Of overshadowing importance, as con- 
cerns the change for the better in public 
utility affairs, has been the more favor- 
able attitude assumed by the Public 
Service Commissions in the different 
states toward the utilities’ claims of in- 
adequate returns on capital invested. 
Where, a few years ago, it used to be 
difficult to even get a case before the 
authorities, the authorities of today present 
an entirely different front. Practically 
all requests for increased rates have been 
granted. 

A few particultr cases of companies 
benefited by this more lenient attitude may 
be mentioned : 

In the case of the Consolidated Gas 
Co. of New York, the company’s rate has 
been increased, with authorization, from 
80 cents per 1,000 cubic feet to $1.50 per 
1,000 cubic feet. This new rate was 
subsequently reduced to $1.25 per thousand 
cubic feet by the voluntary action of 
the company. At the present time, it is 
true, these increased rates are being at- 
tacked by the Corporation counsel of the 
City of New York, his contention being 
that the present rate is too high. In 
Chicago, also, the Peoples Gas Co. has se- 
cured increased rates, and is being sub- 
jected to the same litigation. All indica- 
tions are, however, that these companies 
will be successful in the litigation, at 
least to the extent of being allowed a 
return that will assure them of at least 
a 6% return on their invested capital. 

One of the probable solutions of the 
rate problem will be the formation of a 
commission that will have the right to re- 
view conditions existing in various com- 
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panies upon any change in price of fuel 
oil—which constitutes the chief item of 
cost in the operation of such concerns. 
More than likely, the powers referred to 
will not be vested in some new commis- 
sion but will, instead, be vested in the 
public service commission as now con- 
stituted, in each state. Such a movement 
would, of course, be highly desirable from 
the companies’ standpoint. 


What About the Tractions? 


Tue Macazine has received a great 
many inquiries as to whether or not the 
traction securities, as a class, are not 
rapidly approaching the investment stand- 
ards set by other utility companies. 

The reason why this group (the trac- 
tions) cannot now be rated with the others 
and why it will be a long time in reach- 
ing their standard is that the tractions are 
not receiving the same consideration at 
the hands of the constituted authorities. 
They are restricted, very widely, to the 
5-cent fare. 

Probably the chief reason why the trac- 
tions have not been able to secure better 
treatment is the fact that public senti- 
ment is particularly averse to any increase. 


Favorable Developments in the 
Public Utility Field 


The lower operating costs through 
reduction in wages and fuel has made 
it possible for public utility companies to 
operate at considerably less cost than in 
the last three years. 

The above would be true for electric 
light, heat, power, gas companies. As a 
matter of fact, it is fundamentally true 
of all the companies, even the street rail- 
ways. A street railway is run by elec- 
tricity, and the cost of generating electricity 
plays an important part in their costs. 
However, this development will not affect 
the street railways to as great a degree 
as it will the other utilities mentioned. 

Public Service Commissions of the 
different states have taken a favorable atti- 
tude toward the public utility’s claims of 
inadequate returns on capital invested. As 


a result, practically all requests for in- 
creased rates have been granted. 

In the case of Consolidated Gas Com- 
pany of New York, their rate was in- 
creased from 80 cents per 1,000 cubic feet 
to $1.50 per 1,000 cubic feet, and sub- 
sequently reduced to $1.25 per thousand 
cubic feet voluntarily by the company. 
At the present moment, the increased 
rates are being attacked by the Corpora- 
tion counsel of the City of New York, 
declaring that (his contention being that) 
the present rates are too high, 

In Chicago the Peoples Gas Co. is being 
subjected to (its increased rates are being 
subjected to) the same litigation. All 
indications are, however, that these com- 
panies will be allowed a rate that wil 
assure them of at least a 6% return on 
their invested capital. 

One of the probable methods of solu- 
tion will be the formation of a commis- 
sion that will have the right to review 
conditions existing in various companies 
upon any change in price of fuel oil, 
which constitutes the chief item of cost 
in the operation of public utility companies. 

Throughout the war, this class of com- 
pany was able to report excellent bal- 
ances—on the right side of the ledger— 
whereas many other public utilities were 
barely able to cover their fixed charges. 

Securities in the more important hydro- 
electric companies can, we believe, be 
purchased at the present time with full 
confidence as to their investment qualifi- 
cations. A number of the more active 
bonds representing this group will be 
found in the table appearing on another 
page. 


Telephone & Telegraph Companies 


In looking over the introduction to this 
article, we note that mention was not 
made of the telephone and telegraph com- 
panies. As a matter of fact, concerns in 
this class have benefited as materially as 
any other group in point of increased 
rates and decreased costs, and their earn- 
ings are running to correspondingly high 
figures, 





The Rise in Utility Bonds 


Not Quite So Rapid as in Case of Listed Issues—Securities of This 
Order Deserve Attention 
By JAMES E. HALSTED 


HE rise in the price of the un- 

listed public utility bonds has 

been similar to that of the bonds 
listed on the New York Stock Ex- 
change. It kas not been noticeable be- 
cause the quotations are not published 
in as many mediums, but upon inquiry 
it will be discovered that the offering 
price has been advanced at the rate of 
perhaps a point or two a week. In 
some cases, even, bonds originally of- 
fered have been withdrawn from the 
market. 


It is perhaps a fact that all of the 
unlisted public utility bonds have not 
had the same amount of appreciation 
that some of the listed bonds have had, 
and it seems likely that the unlisted 
bonds will catch up in a relatively short 
time. In fact several issues, in which a 
sudden demand developed due to be- 
lated appreciation of true worth, have 
recently advanced as much as eight 
points in ten days. 

An issue which is on an equality with 

(Continued on page 206) 
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Trade Tendencies 


Slight Lull in Business 


Trade and ot Slow w Up Pending Year-End Adjustment 






















































RAILROADS 








Rates and Wages 

OTWITHSTANDING the popular 
N impression there have already been 
put into effect some extensive 
freight rate reductions. The attached 
table, which includes a few of the prin- 
cipal products affected, shows reductions 
varying from 13 to 33%. In addition 
there have been reductions higher than 
33% and a few lower than 13%. Probably 
a rough average would be from 20-25%. 
The question which presents itself is 
whether the railroads have not already dis- 
counted the entire effect of the 10% wage 
reduction put effective last July. A rough 
analysis of the freight rate reductions 

would lead to some such conclusion. 
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The savings of the 10% wage cut will 
probably amount to about $300,000,000. 
Against this will be about $250,000,000 
less receipts on account of the freight rate 
reductions. This would permit a total 
savings of about $50,000,000 not a very im- 
pressive amount, considering-the total cap- 
italized railroad property. 

The improving showing made by the 
railroads during recent months has been 
due partly to the greater volume of traffic 
and thereby increased revenue, and partly 
to the savings effected by the carriers. 
In this latter item there are two features 
that stand out most prominently. The first 
is the effect of the lessened maintenance 
costs and the second is the reduction in 
expenses effected through the lower costs 
of labor. This latter, in turn, has been 
more due to the laying off of about 
600,000 employees between August, 1920, 
and April, 1921, than to the actual 10% 
wage cut. The fewer number of men in 
the employ of the carriers would account 
for a savings of about $600,000,000-$700,- 
000,000. In other words, the fact that the 
railroads did not require so many men 
during the traffic slump accounted for 
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SPOT PRICES OF LEADING 


COMMODITIES 


(See Footnote for Grades Used and Unit 
of Measure) 





———-1921___-—_, 

High Low § Last* 
Gheeh CB) ccccvces $43.50 $29.00 $29.50 
Pig Iron (2)...... 30.00 18.00 19,00 
Copper (3) ....... 0.18% 0.11 0.138% 
Petroleum (4) .... 6,10 2.25 4.00 
Ce GP ccccccese @& 1.80 2.20 
Cotton (6) ....... 0,215/» 0,11 0.18 
Wheat (7) oe Ge 1.08 1,20 
Corn (8) .... \ 0.44 0.50 
Hogs (9) ... ‘ 0.06% 0.06% 
Steers (10) ....... 0. 0.08% 0.09% 
Coffee (11) ...... 09 0.05% 0.08% 
Rubber (12) ..... 0.23 0.14 0.18% 
Wes CBE) ccccccs 0.48 0.43 0.44 
Tobacco (14) ..... 0.25 0.15 0,18 
Sugar (15) ....... 0.06% 0.03% 0,03% 
Sugar (16) ....... 0.08% 0.05% 0.05% 
Paper (17) ....... 0.06% 0,03% 0.03% 

*December 1 


(1) Open Hearth billets, $ per ton; (2) 
Basic Valley, $ per ton; (3) Electrolytic, 
ce. per pound; (4) Pennsylvania, $ per bar- 
rel; (5) Pool No. 11, $ per ton; (6) Spot, 
New York, c. per pound; (7) No. 2 Red, 
Chicago, $ per bushel; (8) No. 3 Yellow, 
Chicago, $ per bushel; (9) Sight, Chicago, 
$ per bushel; (10) Top, Heavies, Chicago, 
©. per lb.; (11) Rio, No. 7, Spot, c. per 
Ib.; (12) First Latex crepe, c. per Ib.; 
(18) Ohio, Delaine, unwashed, c, per Ib.; 
(14) Medium Burleigh, Kentucky, — per 
1b.; (15) Raw, Cubas 96° Full Duty, c. per 
Ib.; (16) Refined, oc. per Ib.; (17) News- 
print per carload roll, c. per Ib. 





THE TREND 


STEEL—Conditions more irregular ow- 
to seasonal lull. Prices a little 
ter; competition more active. 
Large buyers waiting further de- 
ts. Pig iron in stronger 
statistical position. General outlook 
for steel and iron satisfactory. 
METALS—Copper prices advanced ogee. 
Domestic and foreign buying 
active. Outlook - higher eng 
Lead, zinc and tin fairly steady. 
OlIL—Conditions comparatively dull. 
Gasol uption off a little; 
kerosene, fuel ail and oil quite 
dull. Still the A volume of con- 
sumption is large and the 
underlying qunditien is improving. 
TEXTILES—Irregularity in cotton goods 
- Demand slightly less in 
primary markets. Woolen juction 
should decline somewhat. Silk prices 
higher but manufacturing conditions 
are not satisfactory except in hosiery. 
LEATHER — Broader h ide market. 
Leather conditions more satisfactory. 
Exports somewhat larger. Shoe- 
manufacturing conditions irregular, 
with manufacturers of the cheaper 
grades in the best position. 
MOTORS—Production on the decline. 





t to of 
Cuban Commission. “Tollin” ar- 
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$700,000,000 savings, whereas the 10% 
wage cut would only account for about 
$300,000,000 savings. 

It is apparent, of course, that with the 
increase in traffic which must come about 
through generally: improving conditions, 
more men will have to be taken on. In 





FREIGHT RATE REDUCTIONS 
WESTERN TERRITORY 


70 
Reduction 
Bape Geet cccovcccceccccceccecess 25 
Se GH ccccncescensvttcees 25 
Lumber (Pacific Coast)........... 10 
Cotton (Gulf ports-New York)..... 20-25 
Pree 13-18 
ED GUD ncncecsecesceccsesces 25-27 
EASTERN TERRITORY 
Pe GN. «<i cenbscchssniwhawennenre 28 
Grain (ex-lake for export)........ 33 
Grain (all rail for export from 
DD nseebdmensecesounseese 80 


Grain and grain gustuete (domes- 

Se PE ncaweeueseveuseeens 
Lake cargo coal............see0+. 28 
Export iron and steel............. 25 




















fact since the revival in business severa] 
months ago over 100,000 additional men 
have been employed. However, it may be 
assumed that railroad managements will 
hold down the number of employed so far 
as compatible with efficient operation. 

It may be concluded that reductions in 
freight rates have fully discounted the 
10% wage reduction and that if a decid- 
edly better showing is to be made next 
year, there will have to be a further in- 
crease in tariff and very probably another 
reduction in wages. 
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Excited Market 

In the past several weeks there has been 
considerable change in the statistical posi- 
tion of wheat. Reports from Kansas, 
Oklahoma and other producing states indi- 
cate serious damage to the crop so that 
an entirely new estimate will have to be 
made. Further, the situation is such in 
the Argentine and Manchuria that, in the 
case of the former, a very considerable 
revision of crop estimates on the down- 
ward side will have to be made while in 
the case of the latter, it is reported that 
the Manchurian Government has prohibited 
further exportation of wheat and in fact 
is in the market for outside wheat. Last 
year Manchuria exported some 20,000,000 
bushels of wheat, so the situation has cer- 
tainly taken on a new phase in that 
country. 

Of additional importance is the fact that 
most European countries are again ex- 
hibiting interest in the wheat market. 
Great Britain is buying extensively in 
Canada and Italy is buying here. Also 
France is commencing to show more in- 
terest. 
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An offsetting feature is the already ex- 
tensive rise in wheat values. This en- 
courages farmers and other interests who 
have been waiting for such a rise to un- 
load part of their unliquidated stocks. 
However, with the improvement in the 
statistical position, the major influence is 
now constructive and on that basis a 
stronger market may be anticipated. It 
may be, of course, that advices on the 
world crop situation have exaggerated the 
importance of the unfavorable weather 
conditions, in which case, the effect would 
be less constructive. Briefly, therefore, the 
outcome depends on the actual crop situ- 
ation but so far as this is indicated at 
present, it appears that the bullish side 
is the more logical one. 

The inside position of corn is not much 
changed. There is an enormous supply 
and with the recent decline in foreign de- 
mand the outlook is not encouraging for 
an extensive rise in prices. 
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A Little Recession 


Mill operations continue at about the 
same rate as during the past few weeks 
owing to the accumulation of orders. How- 
ever, the rate is likely to decline soon 
unless some new buying puts in appear- 
ance. The possibility of new buying on a 


OF WALL STREET'S STEEL STOCKS AVERAGES. 
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large scale is largely dependent on clear- 
ing .the international atmosphere and the 
Washington conference is regarded with a 
good deal of interest by the steel manu- 
facturers. It is known that a number of 
important consumers are maintaining them- 
selves aloof from the market pending fur- 
ther progress at Washington, 

Orders now being received by the mills 
represent demand which can no longer be 
postponed. At the present there is not 
sufficient small business to keep all the in- 
terests satisfied and as a result competi- 
tion is extreme. 

Many of the less important steel manu- 
facturers, and this would include even the 
larger organizations, are running at a loss 
if overhead charges are included. The 
result has been to force some of these 
companies to further retrench in rather 
unusual directions. For example, some of 
these concerns have closed their selling 
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agencies, conducting their campaigns from 
the mills direct. 

The branch of the steel industry which 
feels conditions most keenly is shipbuild- 
ing. This department is absolutely in the 
doldrums and companies normally heavily 
engaged in this work are bound to show 
very unsatisfactory results. The likeli- 
hood of a resumption of shipbuilding is 
remote under present conditions. This un- 
favorable situation is not so much the re- 
sult of the prospective cut in battleship 
building as it is the outcome of the actual 
lack of need for new merchant tonnage. 
On the other hand, there is a large poten- 
tial demand for heavy steel products from 
other sources, such as the railroads, equip- 
ment companies, agricultural and related 
industries and house-building. 

Business in the pig iron market shows a 
spotty and irregular character though the 
tone is slightly better than several weeks 
ago. Demand is rather thin and competi- 
tion is keen as a result thereof. However, 
the statistical position is excellent. Con- 
sumers are buying only what is absolutely 
necessary and this may be taken as a mini- 
mum of their potential requirements. 
Sooner or later they are bound to come 
into the market more extensively. 
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Market Broadens 

The position of copper is slowly 
strengthening. Under the impetus of a 
broadening domestic and foreign demand, 
prices have been gradually rising until they 
now stand at 13% cents a pound against a 
low price for the year of 11% cents. Pro- 
ducers are now in a position to advance 
prices modestly without encountering the 
serious obstacles of a few months ago. 

An interesting feature is that export 
demand continues to maintain itself at a 
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satisfactory volume. It is reported that 
Germany has been a heavy buyer in this 
market. The potential demand in Europe 
for American copper is now probably 
greater than at any time since the Armis- 
tice. “Since that time, large quantities of 
scrap copper in the form of used muni- 
tions have been absorbed and a consid- 
erable amount of brass has been recovered. 
Very little of this potential supply is left 
in comparison with the amount on hand 
at the end of the war and the result is 
that European consumers have to turn to 
us/in order to replenish their supply of the 


metal. The United States, of course, is 
the largest producer of copper and will be 
called upon to supply the European de- 
mand as it develops. 

Additionally, domestic demand has held 
up very well although there is a possi- 
bility that a slump may occur between 
now and the end of the year owing to 
the usual lull in industry which takes 
place at this time. On the other hand, 
the rate of industrial operation is broad- 
ly on the increase; brass manufacturers 
seem to be in a better position and with 
the commencement of the new year, a more 
spirited and active market should de- 
velop. A price of 15 cents a pound is 
predicted in the early future but it is 
more likely that this price will be reached 
no sooner than the end of January at the 
earliest. 

Other metals are holding up well, in- 
cluding lead, zinc and tin. Lead demand 
has been a little quieter of late but prices 
are holding up and the outlook is for a 
higher market early in 1922. Zinc has lost 
something of its recent resiliency as buy- 
ers have temporarily satisfied their require- 
ments. Prices, however, are firm. A fair 
business has been developing in the tin 
market with prices generally higher owing 
to the higher London market. 

Generally, the position of the non-fer- 
rous metals has improved, particularly with 
reference to copper. The statistical posi- 
tion of the latter is steadily improving. 
Production is still being held down. At 
the same time, owing to the increased de- 
mand, the surplus is steadily being whittled 
down. The outlook is decidedly encour- 


aging. 
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Buying Drops A Little 
The irregularity in cotton prices has 
again unsettled the cotton goods market. 
Demand has been affected and prices are 
generally somewhat lower. Decline in 
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demand for cotton goods im the primary 
markets will undoubtedly be felt by mills 
whose orders run out in a few weeks and 
it is considered probable that the rate of 
(Continued on page 208) 
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Article IV of the Series, “What to Buy and What to Sell’””—The Scramble for Coupons—Its Rela- 
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Buying and Switching 


For Income 


tion to Investment Common Stocks — How to Take Advantage of the Overflow 


HE tables attached to this article 

were prepared for my personal use 

as a guide in my work. The effort 

to prepare them is a trifle more laborious 

than it looks, but I believe they are worth 

the trouble. They tell the entire story 

almost without the addition of explana- 
tions. 

We have noticed the big rise in the 

bond market, and it occurred to the 


By VICTOR DE VILLIERS 


some potential good dividend checks to 
take care of their future income. The 
choice and variety via the common stocks 
is infinite, and the writer understands 
the confusion of the average in trying 
to unscramble the investment crop. 


A Word About the Lists 


The writer avoided inclusion in the 
list a number of issues that were not 











App. Last 
Pri 
Union Bag & Paper ........... 73 
May Department Stores ........ 90 


. Railway St. Spring 
Diamond Match 
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11. General Electric ... 

12, Tidewater Oil .........-eeseee: 

18, *Central of N. J. ....---seeeeee 195 
*Also pays $4 extra. 








TABLE I—STOCKS PAYING $8 A SHARE 


pp. No, Recovery 

of Times from Low 

App. Div. Low Price Price— 

Yield % 5-year av. 1919-1921 Points 
11.0 2 57 16 
8.9 2 60 30 
8.5 2% 67 27 
8.2 1% 98 ti) 
8 1 93 7 
7.6 2 88 17 
7.3 1% 88 21 
6.7 1% 87 32 
6.5 1% 105 18 
6.3 2% 96 28 
5.9 1% 109 26 
5.5 8 119 26 
4.1 8 170 25 














writer that the buying has been partic- 
ularly urgent and eager in the new style 
bonds—war and postwar issues—carrying 
coupons from 7 to 8%. Some time ago 
they were selling below par—a good 
many of them—and they were judged 
with a sceptical, if not a cynical eye. 

Our Business Service characterized the 
yields then prevailing as “usurious” and 
predicted that it would not last long. 
Well—it hasn’t. There has been a great 
scramble since then, particularly for high 
coupons, and the little fellows like the 
four and five percenters have really been 
dragged along by the momentum. The 
rise now is fairly uniform, and what 
was bound to happen has also come. 

Investment demand, no longer satisfied 
with ordinary yields, turned to the type 
of common stocks in the tables herewith. 
Investment demand has been a spoiled 
child since Europe got itself into trouble 
a couple of years ago, and started bor- 
rowing from us at any old price. Hence 
we looked upon “eight per cent and 
safety” or amy per cent and a little safety 
as a permanent institution. Our own 
bonds suffered from the competition, and 
got themselves into the discard so far as 
prestige was concerned. However, usu- 
rious yields, pessimism, cynicism, and 
smug drifting along against the law of 
reaction do not last beyond a year or 
two at most. It was surprising that the 
money fest lasted so long. 

Now a good many of us have been left 
behind in stacking up the big coupons 
at small price. Some would like to add 
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sufficiently representative. He has con- 
fined his examination to New York Stock 
Exchange issues. Perhaps another ana- 
lyst might care to take up the unlisted 
field, particularly the utilities, Some 
great bargains would be uncovered no 
doubt. 

1 believe the tables “speak for them- 
selves.” They contain in tabloid form 
for quick digestion, and in comparative 
form, a means of comparing relative 
merit upon an investment basis—and only 
upon such a basis. With the current de- 





the groundwork of the present market and 
the main reason for the advance in bongs 
and stocks to date has been the exigen- 
cies of the investing public, which latter 
includes banks, institutions, trust com- 
panies and the like. The latter are 
merely agents for the public, and aim 
to invest clients’ funds, including those 
of stockholders to the best ultimate ad- 
vantage. If I am right as to the real 
character of this market, there should 
be a much bigger demand eventually for 
the stocks now yielding 7% and over. 
and a consequent greater appreciation in 
issues of a sound character now yielding 
much more. 

If the lists do not go far enough, re- 
member I am not trying to compile an 
encyclopedia but a ready reference to 
a collection of well known investment 
stocks. 

As to Dividends 

You may take it for granted, in the 
writer’s best judgment, that the majority 
of companies—fully 75% of them—that 
have paid and maintained their dividends 
in the past two years, will now con- 
tinue to do so at present rates. As to 
increases, there may be some in sight. 
notably in the strongest rails like Atchi- 
son, Southern Pacific—perhaps New 
York Central. While this is a guess on 
my part, my guesswork has a background 
of intensive study and thinking thus miti- 
gating something an affalyst ought not 
do. 

In some cases like American Tele- 
phone, General Electric and Jersey Cen- 
tral there are other factors to be con- 








App. Last 
Price 
1, Delaware & Hudson ..........- 110 
2. American Telephone ........... 116 


TABLE IlI—STOCKS PAYING $9 A SHARE 





App. No Recovery 

of Times from Low 

App. Div. Earned Price— 

Yield % 5-year av. Low Price Points 
8.2 1% 83 27 
7.8 11/1 95 21 











mand for income—the highest. possible 
to the best advantage—I know of no bet- 
ter way of getting down to bedrock on 
the subject. 

The present tables deal with rather 
high-priced stocks paying dividends from 
$12 down to $8. In my next review will 
be covered the $7 to $3 dividend payers, 
thus providing a handy compendium that 
should be welcome at the present time. 

It is necessary to say that the tables 
should be used as you would use a dic- 
tionary—to help you get the facts, but not 
to make you an orator or a wizard. I 
realize that a high yield is not conclusive 
evidence of a probable sure advance, but 
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sidered besides mere yield. In the first 
case you have a financing program that 
might involve attractive rights to new 
issues, in the case of General Electric 
extra as well as stock dividends might 
be in order at the right time, and in 
the case of Jersey Central—you never 
know what a railroad selling on a 4% 
basis might do! Ask the directors: they 
know—perhaps. 


A Survey of the Situation 


The stocks paying $12 a share are sig- 
nificantly four tobaccos—or rather three 
tobaccos and a “snuff.” I will not per- 
petrate the atrocious pun it would be my 
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privilege to repeat, regarding American 
Snuff, but I pointed out its strong position 
n “Financial Independence at Fifty” once 
before. The three other tobacco com- 
panies have never capitalized their big 
surpluses, and American Tobacco has 
graduated into the ranks of real invest- 


tractive rights in the future, the Tele- 
phone stock would carry my money in 
case of doubt. 

The $8 stocks give a wide range, and 
one or two apparent bargains in the list 
are uncovered. Standard Milling and 
Detroit Edison show up extremely well 
to the writer, yielding 7.6% and 8% re- 








ments. All four are sound and strong. 
TABLE IlI—SOME STOCKS PAYING $10 A SHARE 

App. No. Recovery 

of Times from Low 

App. Last App. Div. Earned Low Price Price— 

Price Yield % 5-year av. 1919-1921 Points 
B, Bee BO ccccoccecccesccess 85 11.8 ° 78 7 
2, Burns Senior rekienes onan 118 8.5 1% 76 42 
8. BERD ccccecccecces 123 8.2 1% 101 22 
4. Underwood Typewriter ........ 125 8.0 2% 115 10 
5. Union Pacifico .............+. e 131 7.7 1% 110 21 

*No visible evidence of ability to pay $10 per share on 500,000 shares consistently. 




















‘Snuff” looks cheap- on merit and Ameri- 
can Tobacco with a wider field but selling 
26 points higher looks a close second. 
As for Mexican Petroleum, the writer 
is candidly non-committal. It gives a big 
yield and all that but the average in- 
vestor must get his temperament attuned 
to Mex Pete. American Car Foundry is 
well fortified as to its dividend policy 


spectively. Many good things could be 
said for Standard Milling in a special 
analysis, it is a sound well-rated issue 
that has only recovered 17 points from 
the lowest but business improvement in 
the company’s affairs have been on a big- 
ger scale. I hear that it is doing excep- 
tionally well this past few months, and 
feel that it is only a question of time 











TABLE IV—STOCKS PAYING $12 A SHARE 

App. No. Recovery 

of Times from Low 

App. Last App. Div. Earned Low Price Price— 

Price Yield % 5-year av. 1919-1921 Points 
1. American Snuff .............. 105 11,8 1 82 23 
2, Mexican Petroleum ........... 115 10.5 1 85 30 
8 Tobacoo ......+..++- 1381 9.2 1 104 27 
4, American Car & Foundry ..... 144 8.3 2 84 60 
GB. Kewilhasd .nncccccccccccccccces 153 7.9 1% 120 33 
6. Ligget & Myers ..........-++- 155 7.8 1% 127 28 

















for a while, and could easily lead an 
equipment market upward. Personally, 
American Tobacco appeals to the writer 
with American Snuff a good second. 

The $10 stocks are led by two leading 
rails like Union Pacific and Canadian 
Pacific, both having improved their price 
levels materially and selling higher than in 
a very long while. Most investors would 
favor the American stock in spite of a 
lower yield, but speculatively, Canadian 
Pacific has big possibilities through pos- 
sible oil developments in its territory. 
{ understand that Imperial Oil of Can- 
ada is pursuing a quiet but aggressive pol- 
icy in territory owned and served by the 
Canadian road, and whether or not any- 
thing comes of it—bulls in a bull market 
like a good excuse to put up their stocks. 
They will find plenty of reason to talk 
high prices for Canadian Pacific. 

Fisher Body is still near the bottom 
and its yield high. Not a high grade 
investment but a_ stock replete with 
speculative possibilities at 85. Under- 
wood Typewriter is holding its own, and 
seems to be far ahead of all competitors. 
It has no bonds and has paid many “ex- 
tras.” Yielding 8% at 125 it looks cheap 
enough for investment. Burns Brothers 
has had a very big advance already— 
more than any other stock in this group, 
but still yields 85%. While it was ob- 
viously undervalued some months ago, 
would take my chance that a fair reac- 
tion will enable purchases to better ad- 
vantage, or—would look elsewhere. 

The $9 stocks constitute a brace. The 
6 point spread between American Tele- 
phone and Delaware & Hudson should be 
wiped out any time now, yet based upon 
safety of dividend, and possibility of at- 
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before substantial “extras” are forthcom- 
ing as in the past two years. Detroit 
Edison is a highly rated issue quite in 
the investment class, and seems too cheap 
on an 8% basis for its type. Diamond 
Match also looks cheap below 100, but 
a difficult one to handle except through 
the Chicago Stock Exchange—and none 
too certain there—a dead one but a sound 
investment otherwise, 

May Department Stores has its ex- 
pansive moments at times: sold up above 
130 in 1919 and 1920. It paid a stock 
dividend of 334% last year. Shows a 
big margin over dividend requirements 
but is not yet “seasoned” as to a con- 
tinuous dividend record. Its high yield 
in a way reflects this. Union Bag & 
Paper gives the highest yield in the list 
of $8 stocks, and the writer knows of no 
particular reason why it should not sell 
higher eventually. Doubtless the inflation 
in the industry during the war, and the 
maintenance of paper and paper goods 
at relatively higher prices than the gen- 
eral commodity list has caused a feeling 
that the industry did not “deflate” suffi- 
ciently, and the high yield on this stock 
looks a trifle suspicious. Yet, the sus- 
picion may not be well founded as this 
condition prevailed in many stocks a few 
months ago. While no one could very 
conservatively urge that Union Bag is 
the strongest of investment issues, it has 
in common with other paper issues like 
International Paper and American Writ- 
ing Paper preferred considerable specu- 
lative possibilities. 

Items 8 to 13 in the $8 list have all 
enjoyed a good advance and the majority 
are not selling upon the mere $8 dividend 
being paid now. Recapitalization, rights, 


“hidden assets” and similar features sur- 
round some of them, and do not enter 
into a discussion that has to do with 
“Buying and Switching for Income.” 
The realm of conjecture is too wide in 
a case like Jersey Central or Tidewater 
Oil, when the reader can “play safe” by 
getting as much income as his money 
will safely buy right now. 

The opportunities are apparent in all 
the tables. 

The advice, or rather the principles 
herein contained may be fairly applied 
to advantage in most other sound invest- 
ment securities like General Electric, 
Canadian Pacific, Union Pacific, Atchison 
—in fact, nearly all the old time seasoned 
issues that have more than weathered the 
storm of the past two years. 





PACIFIC OIL 
(Continued from page 192.) 











dend payment of $3, and $1.25 to be applied 
to surplus and working capital. In 1920 
the company averaged about $1,000,000 
monthly, net, or a total of $12,000,000 for 
the year, plus dividends from Associated 
Oil. With approximately $13,250,000 
available for dividends and surplus, and 
$10,500,000 needed for dividends, it can be 
seen that the company can “get by.” It is 
strong in working capital, so far as known. 
The original $8,750,000 provided by the 
Southern Pacific Company at the time Pa- 
cific Oil was formed will probably be add- 
ed to when the time for reporting the full 
year 1921 operations come around. 

With a large equity in Associated Oil, 
and the strong showing made by this com- 
pany in recent years, Pacific Oil's control- 
ling interest of fractionally over 50% is 
not only likely to grow in value, but to 
produce more revenue ultimately. The 
graph of earnings and dividends of Asso- 
ciated Oil reveals a remarkable growth, 
and the dividend of the latter—now $6 a 
share—rather out of proportion with the 
growth in Associated’s earnings. The no- 
table growth in the surplus of the latter 
leads to the inevitable conclusion that Pa- 
cific Oil is in line for higher dividends on 
its holdings, and this to an extent may 
have influenced its rather generous pres- 
ent dividend policy. It might be noted 
that Pacific Oil does not own its own pipe 
line, which was retained by the Southern 
Pacific Company. 

The price of the stock has certainly 
kept pace with developments to date, and 
the writer regards Pacific Oil common 
with some favor as a speculative invest- 
ment, with a fair return on present divi- 
dends. I believe it would be entirely er- 
roneous to lay too much stress upon values 
that might be in the ground, but not yet 
proven up. While the stock is apparently 
selling below intrinsic value, the market 
has not failed to take note of the specula- 
tive aspect of the case, and this would be 
the wise course to follow, I believe. In 
strong markets, Pacific Oil will always 
attract a following. There is plenty of 
“bull ammunition” for pools to work on, 
in the language of the “Street,” but such 
talk should not be taken too seriously, and 
no moves followed up too far until a sub- 
stantially larger earning power is perma- 
nently established. 
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WHAT 
SHALL | DO 


ABOUT 
MY MARKS? 
Our Circular Will Tell 


You— 



















Ask for it—it is free. 


All owners of German 
marks, either the actual 
paper currency or deposits 
in German banks, should 
read this important and in- 
teresting paper. 


Circular M. W. 27 on request. 


obert C. Mayer & Co 


Investment Bankers 
Equitable Bidg. 
New York 
Tel. Rector 6770 


We have our own correspondents 
in the leading cities of Europe. 





















































How To Invest 
For An Income 


Every intelligent individual 
who is engaged in the essen- 
tial task of creating a sink- 
ing fund for his family and 
himself, is confronted with 
the problem of placing his 
capital in a safe place and 
deriving an income there- 
from. 


If he lives out of town, there 
is no reason why he cannot 
satisfactorily invest his funds, 
with the helpful co-operation 
of our Mail Service Depart- 
ment. 
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Pre-War 
Period Period 
ny 
1909-13 1914-18 
RAILS: High Low High Low 
BORER  cccccevecscccccses 125% 90% 411% £«75 
it Th eoscccccsccesce 106% «= 86 102% # $175 
Atlantic Coast Line........ 148% 102% 126 19% 
Baltimore & Ohio .......... 122% 90% 96 38% 
Ml snccccercsecces 96 7% 80 484 
Canadian Pacifico .......... 283 165 220% 126 
Chesapeake & Ohio ......... 92 61% +#2«+7:1 35% 
Chicago Great Western...... 86% 1% 17% 6 
S ere 644% 28 47% 17% 
G. H. B Bt. Bash. .ccccccec 165% 96% 107% # £35 
. __ ees 181 180% 148 62% 
128 186% 85 
Chicago R. I. & Pacific. ee ee 45% 16 
Do. 7% Pfd. oe os 04% 4 
Do. 6% Pfd. os on 80 35% 
Cleveland C. C. & St. L... 92% 84% 62% #21 
Delaware & Hudson ........ 147% 159% £87 
Delaware Lack, & W........ 840 192% 242 160 
ll ‘wiaubeetndavesetesndiae 61% 383% 659% 18% 
iy i . cageassened 49% 26% 64% 15% 
Be Te ele cesccccesees 39% 19% 45% 18% 
Great Northern Pfd, ....... 157% 115% 184% 79% 
Illinois Central ..........+. 162% 102% 115 85% 
Kansas City Southern....... 50% 21% ##%85% #=&218% 
i Mn osectiegnencoue 75% 656 6% 40 
i Sl snccsessecece 121% 62% 87% 650% 
Louisville & Nashville ...... 176 121 141% 108 
Minn, & St. Louis......... 65 *12 36 6% 
Mo. Kansas & Texas........ 51% 17% & a, 
Re Bele cccceccescccecs 78% «46 60 6% 
TBe, Daskhe cccccccccececcce % 21% 38% 19% 
» Mn Seeccescocesces hes = 64% 87% 
. TH. Gemtees scccccccccsces 147% 90% 114% 62% 
N. Y¥. Chicago & St. Louis.. 109% 90 90% 55 
N. Y. N. H. & Hartford.... 174% 65% 89 21% 
TH. FZ. Gat. B Weccccececes 55% 25% 35 17 
Norfolk & Western ........ 119% 84% 147% 92% 
Northern Pacifico ........... 159% 101% 118% #£«75 
DOMEEIOONEED § cccccéiccoccece 75% 658 61% 40% 
Pere Marquette ........... *36% *°15 38% 9% 
Pitts, & We VO.ccccccccces es se 0% 417% 
BE ww ncccccccccescesces 89% 59 115% 60% 
mh BO TD cceccccctes 46% «641% 46 84 
Ss TE OE cosccscccocs 58% «42 52 838% 
St. Louis-San Francisco 74 *18 60% 21 
St. Louis Southwestern. - 0% 8% %3s2y% ii11 
eG  cwheinoeih 82 % 
Southern Pacifico .. 
Southern Ry. ...... 
We Bees coccccceccoscce 
Demas POGRe ccccccececees 
Union Pacifle .....ccccccees 
Mm DUE cevccccececsess 
WHEE nctncectucoocesices 
i; Mk i genseceusesen 
Do. Pfd. B 


Western Maryland ° 
Western Pacifico ... 
Do. 





Wheeling & Lake Erie 
INDUSTRIALS: 
Allied Chem. .......+.seee. ee ee ee 
Be. BOB. ceccccccccoccce es os ee 
Allis Chalmers ........+.s+ 10 ™ 2% 6 
BOB, cccccccccccccce 43 40 92 \% 
Am. "Agr. Chem, ......eee0. 63% 838% 106 47% 
Be. BBB. cccccccccceccce 105 90 108% 89% 
Am. Beet Sugar .........++ 7 19% 108% #19 
Am. Bosch Mag............ ee ee es ee 
19% 
80 
40 
100 
% 64 21 
Do. easonceseeesoes 177% =s«8 102% 78 
Am. Drug BIR. ccccvcccscce ee ee es 
Am. Hice & L........++++ 10 3 22% 2% 
Do. a cccceccecepeccce 51% 16% 2% «10 
Am, ICO ......-esseececcees oe ee 8% 
Am, Setesentional cocccceee 62% 12 
Am, Linseed .......ceeeeee 
Am, Loco, ....+-+++- 
Be. BSE. occccceses 


. Safety Razor .. 


Am. Smelt, & Ref......... 
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a copy of our booklet = 
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“Investing by Mail’’ "t 
to those interested on request. A 

7 
Ht 
GRAHAM & MILLER ‘ 
Sy 

Members New York Stock Exchange Fd 
66 Broadway New York ta" 
98% 

5 te) 
THE 





—-—1921—- 


Post-War 
Period 
a 
1919-20 - 

High Low High 

104 768 91 
89 72 88 

107 82 91 
55% 27% 42% 
59% 88% 56% 
170% 109% 123% 
70% 47 65% 
14% 6% 9% 
38% 15% 20% 
52% 21 $1 
76 86% 46% 
105 60 71 
41 21% 35 
84% «64 8814 
73 54 76% 
61 81% 52 

116 834% 110% 

260% 165 249 
21% 9% 15% 
83 16% 22% 
23% 12 15% 

100% 65% 79% 

104 80% 100% 
27% 18 28% 
57 40 55 
60% 89% 59% 

122% 94 118 
24% 8% 14% 
16% 2% 3% 
25% 3% 5% 
38% 11% 23% 
58% 838% 49% 
84% 6% 76 
65 23% 61% 
4% 115% =(.2% 
27% 16 23% 

118% 84% 104% 
99% 66% 88% 
48% 87% 41% 
88% 12% 23% 
“4% 21% 

108 4% 89% 
61 32% 55 
65% 38% 57% 
8% 10% 25% 
40 10% 30% 
49% 24% 41 

88 101 
18 24% 
50 60 
14 27% 
110 §©=—.: 181% 
614% 74 
7 9 
17 244% 
12% te 
8 M% 
7” 30% 
52% 70% 
™ 1% 
62% 48% 57 
92% 84% 101 
58% 26% 39% 
97 67% 85% 

118% ~=s«61 654% 

108 79 cry 

108% 82% 51 

148% 45% 65% 
68% 21% 33 

107% 472% 91% 

148% 84% 149 

119 «105% -—s«:115% 
67% 15% 24% 
sg 59% 67 
15% 6% 8% 
48% 5 13% 

142% 85 59% 
76% 87 76 


% 
56% 


% 
15% 


MAGAZINE OF 


Low 
76% 
75% 
77 
303, 
47 


ARs 


New York Stock Exchange ‘ 


Last 
Sale 
Dec. 1 
90% 

+90 
89% 
87% 
55% 
119% 
59% 
7% 
18% 


Div’é 
$ per 
Share 
6 
5 
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Pre-War 
Period Periad 
aN —_— Ah FF 
vd 1909-13 1914-18 
per High Low High Low 
are INDUSTRIALS—Continued: 
3 “@alif. Petro. Pfd 9% 4 81 29% 
1 Oentral Leather 51% 4616% 25% 
De. Pfd. 80 117% 94% 
Gerre de Pasco 65 25 
: @eandler Mot. 109% . 56 
| Ghile Copper . 39% 11% 
Ghino Copper . 31% 
Goon Cola .... oe 
Gelum. Gas & E 144% 
Gelumbia Graph. 
Gonsol. Cigar om - 
Gensol. Gas 150% 112% 
Gam Pred. ..cccccccccccces 50% 7 
58% 
Gracible Steel 108% 12% 
Guba Cane Sugar 76% 24% 
Ouban Am. Sugar ° 
Fisk Rubber on - 
port 70% 25% 
Gen’] Asphalt 89% 14% 
@en’l Electrio 187% 118 
Gen'l Motors *74% 
De. 6% Pfd. 72% 
De. 6% . Deb ee 
Do. 7% Deb. =a 
mala 19% 
Be. BLE. cc 19% 
@t. Nor. Ore 22% 
Haskell-Barker 27% 
Houston - 10 
Hupp Motors 2% 
Baspiration ..cccccccscccces 14% 
Inter. Mer. Mar yy 
We, BOB.  ccoccccccccecce 3 
Inter. Nickel 24% 
Eater. Paper ........-ceeees Bly 
mee ye oil ee os 
as ~4 Sas - ee oe% 
me. oe 25 
Keystone Tire . - ll 
Lackawanna Steel ........- 55% 28 107 26% 
Leews, Inc. .....ceeesseees oe oe ee ee 
Bake, Tee. .cccccccccccccece - - - - 
Mexican Pet. .......seseeee 90% 41% 129% # 46% 
Miami Copper ..........+.+. 80% 12% 44% 16% 
Middle States Oil.......... ee ° a rm 
Midvale Steel ..........+. 88% 389% 
44 
10% 
55% 
9% 
*38% 
35 
21% 
25 
ga 
87% 
17% 
69 
29 
31% 
19 
75 
15 
18 
72 
77 31 
86 56 
67% 25y% 
Glees Shef. Steel............ 94% 28 938% 19% 
i > Seseesescenees *448 4 «86©°8322 469800 69355 
Stromberg Carb. ........... <<. “n 45% 21 
ee TOTO 49% 15% 195 20 
70 
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*Old stock. Bid price given where no sales finde. 


Post-War 
Period 
1919-20 
High Lew 
86% «= «68 

116% 30% 

114 80% 
67% 24% 

141% 659% 
29% ™ 
50% 16% 
435% 18 
69 89% 
75% 9 
80 51% 

106% 71% 

105% 46 

108% «8087 

278% 652% 
59% 16% 

*605 21% 
65 10 
64% 12% 

160 % 

176 «=:118% 
42 12% 
95 64% 
94% «58% 
94 69 
98% 27 

108% #70 
62% 24% 
72% «434 

116% 55% 
23% 4% 
68% 28 
67%, 10% 

128% «% 
83% 11% 
91% 80% 
47™, «#19 

™ 4 

164 25% 

110% «75 
43 14% 

126% 18% 

107%) «48 
38% 14% 
28 e% 

264 148 
82% 14% 
11% 10% 
62% 28% 
94% 63% 
21% 8 

145% 

70% 16% 

°67 s 
41% £35 

140% 

111% «64% 
43 80 
4% 26% 
99 15 

111 69 
14% «645 

118% «58 

106 90% 

120 40 
61% 29% 

107% 68% 

112 92% 
27% #£=10 
93% 30 

145 55% 

106% = «84 
74% 16% 

123% 49% 
90% 83% 
64% 20 
89 43 

212 4«1424% 

118% 100% 

118% 22% 

151 87% 
60 32 
1™% 6% 
57% 

195 22 

115 46 
62% 5 
91% 15 

167 


Active Stocks’ Price Range 


Last 

—-— 1921—- Sale 
High Low Dec, 1 
85 684 $83% 
438% 22% 30% 


96 57% 65% 
33% 


86 3814 461, 
18 9 12% 
27% 19% 263% 
40, 19 3 
64% 52 65% 
122% 2% 3% 
61 21 21% 
95 17% 94% 
90% 59 88% 
109% 96 107% 
107% +449 64% 
26 5% 7™% 
33% 10% 14% 
19% 8% 9% 
20% 9% 15% 
78% 39% 63 
138% 109% 136 
16% 9% 10% 
72 63 71% 
72% 60 1% 
83 69 81 
44% 26% 32 
85 62% 381% 
35% 25% 32% 
82 50% 80% 
86 40% 78 
16% 10% 11 
38% 29% 37% 
17% 1% 13% 
63% 36 60% 
17 11% 12% 
73% 38% 52 
26 5% 12% 
4% 2 3 
54% 32% 41 
94 70% +88 
25% 16 25 
17% 8% 19% 
58% 382 421% 
21% = 144% 
12% ™ 10 
167% 84% 112% 
25% 15% 25% 
16% 10 15 
83% 22 25% 
82% 67% 81% 
14% 9 13% 
89 47% +60 
39 20% 33% 
4% 32% 44 
41% 81% 41 
47% % 45% 
79% 38% 51% 
71% 34% 46% 
35% 26% 33% 
33% 16 31% 
42% 9% 138% 
88 21 32% 
4% 52 59% 
48 67 
83 89 
51% 24% 29% 
39% 21% 38% 
94% 90 
109 98 $107 
15 11 14% 
39% 18 +22 
73% 41% 505 
96% 75% 
24% 6% 5 
69% 40% 49 
49 30% 87% 
28% 16% 22% 
56 32% 38% 
187% 124% 187% 
113% 105% 112 
46 25% 30% 
938% 43% 76 
796 
48 26 $29% 
10% 6% 10% 
47 46 
36% 15% 29% 
7 45 $593, 
13 6 9% 


27% 
105 


Div'd 

$ per 

Share 
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Members New 





Investment 


by Mai 


1. Complete inv 


UR fully equipped 
Correspondence De- 
partment assures trans- 
action of business by 
mail with equal facility 
and care to that done in 
person. 


Our 


services include: 


est- 


ation 


se- 


ment inform 

and quotations on 
all marketable 
curities. 


Nm 


. A bi-weekly fi 
cial letter whic 
cludes specific 


nan- 
h in- 
rec- 


ommendations—free 


upon request. 
3. Accurate 
speedy 
of orders by n 


and 


execution 


iail. 


Inquiries invited regarding gen- 
eral market conditions or spe- 


cific securities. 


Mc DONNELL & (lo 





120 BROADWAY 
NEW YORK 


York 


Stock Exchange 




















FELLOWES 
DAVIS & CO. 


Established 1886 


Members 


New York Stock 


Exchange 


STOCKSA 
BONDS 


for Investment 


62 BROADWAY 


NEW YORK 


ND 
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Revenue Act 


of 1921 


We have reprinted 
the complete Act 
with annotations 
and a_ compre- 
hensive index. We 
will gladly send 
it to investors on 
request for M- 
435. 


Missouri, Kansas 
& Texas 


A booklet con- 
taining a study of 
the M. K. & T. 
Railway and the 
plan of reorgani- 
zation — includ- 
ing traffic and rev- 
enue statistics and 
charts — will be 
furnished on re- 
quest for M-436. 











The National City 


Company 






Main Office: National City Bank Bldg. 
Uptown Office: 42d St. & Madison Av. 


Offices in over Fifty Cities 





































ANSWERS TO INQUIRIES 
(Continued from page 181.) 











In May, 1921, stockholders approved the 
settlement with Kirby Lumber Company 
under which Houston Oil was to receive 
$3,000,000 7% notes. The company re- 
turns all pine timber under 12 inches on 
part of its land and under 8 inches on the 
remafnder. 

The coémpany has about 35 producing 
wells and is continually drilling more. In 
view of the company’s very large holdings 
of mineral rights in Texas we should say 
that the stock has speculative possibilities. 
It is in strong financial condition. 

However, the stock has had a big ad- 
vance, its action is erratic, and its swings 
difficult to follow. 


WISCONSIN-MINNESOTA LIGHT & 
POWER CO. 


Preferred Dividends Regularly Paid 

Is Wisconsin-Minnesota Light & Power Com- 
pany’s preferred stock now paying dividends and 
what is its dividend record?—A. T. L. 

Wisconsin-Minnesota Light & Power 
Company is controlled by American Public 
Utilities Company, which owns all of the 
common stock. There is $5,000,000 7% 
cumulative preferred stock outstanding. 
Full dividends have been regularly paid 
on this issue. They are paid quarterly 
March 1, June 1, September 1 and De- 
cember 1. 


TURNS THE CORNER OF 
DEPRESSION 
(Continued from page 177.) 








the future. The second is what the effect 
will be of low prices on earnings. The 
third is what will be the effect of lower 
operating expenses. 

With regard to the first factor, it is 
reasonable to assume that Union Bag & 
Paper, the most important interest in the 
field, will at all times be able to secure 
the majority of the business offered. In 
any good period of business, the company 
will be found in a comfortable position 
with a large amount of orders and with 
its plants operating at a full rate. 

The other two factors are inter-depen- 
dent. Prices have been cut to a consider- 
able extent and are now near the bottom. 
On the other hand, the company has been 
able to put into effect some large savings 
especially in connection with labor costs. 
As a result of an average reduction of 








Union Bag & Paper 
(Per Share) 
rnings 


Dividends 
DY nhanepiieneubias $24.04 $3.50 
St teccantuasequeeun 21,27 10.00 
ty wasaees uewnatte 14,43 6,00 
TT bbebecceccesenes 17.06 8.50 
Sl ctccsnaakodkecees 25.69 8.00t 


*Year ended Jan, 31, 
t¥ear ended Deo. 31, 
Including stock dividend of 50%. 

















SINCLAIR CONSOLIDATED OIL 
(Continued from page 191) 











agement certainly made sure there would 
be enough to go round—and this is not 
ordinarily a bullish factor. But the com- 
mon, as will be seen by the graph, is in 
the sub-basement so far as prices are con- 
cerned, and the stock has had an uncanny 
habit of “coming back” in the past—the 
picture tells us that. Earnings in the past 
show up about as follows: $2.55 a share 
in 1919, $4.75 in 1920, and 60 cents for the 
first six months of 1921. The latter figure 
was made during the worst part of the 
year, and should improve to between $2 
and $3 for the full year of 1921. Gross 
for the six months was nearly $60,000,000, 
or a falling off of about $7,000,000, which 
is extremely good considering the slump. 
In the first six months the company 
charged $6,100,000 for inventory losses, 
presumably a clean cut for the entire year 
that leaves the slate clean. Crude and re- 
fined inventories were likewise reduced to 
“cost or market prices, whichever is 
lower,” which is a frank way of treating 
an unfortunate situation. 

The writer is inclined to regard Sinclair 
Consolidated common at 23% as a rather 
conservative appraisement of the actual 
value, that takes into account the bearish 
features pretty fully. As a semi-invest- 
ment the stock has more than ordinary 
merit for a rather long pull. It looks like 
one of the “safe” ones at this figure. 
Eventually a $2 dividend is quite possible, 
which would help to shoulder the load un- 
til bigger American and foreign develop- 
ment comes along that will recompense 
stockholders for the important capital in- 
vestments made in the past. 


THE MAGAZINE OF WALL STREET 








about 174%4% in wages, the company is in 
a position to benefit to the extent of about 
$500,000 annually. This is equivalent to 
about $3.25 a share on the capital stock. 
In other words, about 40% of the dividend 
can be saved out of the difference in 
wages. Thus, the lower prices and lower 
operating costs tend to balance each other 
so far as the effect on earnings are con- 
cerned. Then, too, it is possible that 
prices may advance owing to the larger de- 
mand, in which case the company’s mar- 
gin of profit would be increased propor- 
tionately. 

In any case, it is hardly likely that the 
company’s earning position will deteriorate 
to an extent to seriously impair its ability 
to maintain the present rate of dividends 
or a rate very close to it. 


Conclusion 


The stock sells now for about $70 a 
share, returning a yield of 11.40%. Con- 
sidering the factors pointed out in the 
above, this would appear to offer unusual 
speculative and investment opportunity. 





WHAT FIXED RATE STERLING 
BONDS TO BUY 
(Continued from page 169.) 











particularly attractive to American inves- 
tors. The first of these, the Grand Trunk 
Pacific Railway Company first mortgage 
3s, due 1962, is guaranteed by the Domin- 
ion of Canada, and the issue is a first 
mortgage on the railway from Winnipeg 
to the Pacific Coast, a distance of 1,748 
miles. 

The other Grand Trunk issues shown 
in the list, while not specifically guaran- 








Me 
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a 
a 
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reed by the Canadian government, yet are 
in effect Canadian government securities, 
as the government owns the Grand Trunk 
and operates it. These issues are also pay- 
able at the fixed rate of $4.86 per £ ster- 
ling. 

DIVERSIFIED INVESTMENTS 


The investor in foreign bonds who de- 
sires to limit the speculative feature of 
exchange when investing in such securi- 
ties can obtain from the list shown in this 
article a most attractive diversified list of 
investments. His risk includes investments 
in South and Central America, Europe, 
the Far East, Canada and the United 
States. 

Many of the bonds shown in the list 
are the highest type of investment se- 
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State of Sao Paulo 
United States of Brazil 


15 Year, 8% Sinking Fund Gold Bonds, 
External Loan 1921 
Holland Issue 18,000,000 Guilders 
Interest January and July Ist 
Final Maturity 1936 


NUNN INENENITNEN , 


ws H 


curities. While others have some specu- 
lative features, there would appear to 
be no danger at the present writing that 
any of these loans will not be paid at 


Coupons of the Holland issue are payable in Dutch 
Guilders, which may be cashed at any office of Paine, 
Webber & Company. 

In March, 1921, the State of Sao Paulo, known as 
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maturity, and an examination of the 
present price as compared with the par 
dollar value shows that there would 
be a nice profit at maturity. 

The average yield is attractive, and 
the investor would have not only high- 
grade railroad securities, but also gov- 
ernment external obligations which 
have always been recognized as prime 
investments in the bond business. 

In the thirty years from 1882 to 1911, 
inclusive, the average amount of gov- 
ernment bonds in default each year 
per $100 of such bonds outstanding 
was $0.39. This compares with the cor- 
responding figures prepared for Ameri- 
can railroad investment securities of 
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the Empire State, simultaneously issued in New 
York $10,000,000, in London £2,000,000 and in Am- 
sterdam Guilders 18,000,000 Bonds, a direct obligation 
of the State, and additionally secured by a first 
charge on the surtax of 5 Francs per bag on the 
entire coffee exports of the State, except a deduction 
of £285,000 annually until 1924, after which date the 
ae surtax is to be available for the service of this 
oan. 

A Sinking Fund provides that bonds will be pur- 
chased in the open market at or below 105 until 
November 15, 1925. On each November 15th, there- 
after, at least one-tenth of the balance of the loan 
outstanding is to be drawn for payment at 105, to be 
paid on the following January Ist. All bonds not 
drawn or purchased prior to January, 1936, are to be 
paid at 105 on that date. 

An interesting comparison between the Dollar and 
the Guilder Bonds of this issue will be sent on appli- 





Tevwiie lw 


IC4INGIRF IW 





$1.84. Governments take particular 
pride in their record and make every 
effort to keep interest and sinking fund 
payments up to date. 

oo 


cation. 


Paine, Webber & Company 


Established 1880 


Bond Department 


NEW YORK CHICAGO 
25 Broad St. 209 La Salle St. 


WORCESTER MINNEAPOLIS 
SPRINGFIELD ST. PAUL 
PROVIDENCE DULUTH 
DETROIT 
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OVER THE COUNTER 
(Continued from page 179.) 
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modest, consisting of about $2,000,000 de- 
benture bonds, $2,560,000 7% preferred 
stock, and $4,000,000 common stock, both 
stock issues having a par value of $100. 
The financial position is very liquid with 
about $7,200,000 current assets against 
current liabilities of about $2,000,000. 

During many years the company has 
shown regular growth and its business is 
of such a nature that with the continued 
high-grade management which it possesses, 
it must inevitably increase its earning 
power. A slight setback in business was 
noted during the early part of the year on 
account of general trade conditions, but 
in recent weeks a distinct tendency toward 
improvement has been noted, Even with 
a slight drop in business the dividend on 
the common stock should be covered by a 
comfortable margin. 

Both classes of stock are listed on the 
Cincinnati Stock Exchange. The pre- 
ferred stock is quoted at around 80 with 
a yield of close to 9%, The common stock 
is quoted at around 42 with a yield of 
nearly 10%. Considering the high degree 
of stability with regard to earning power, 
and the exceptionally fine financial and 
trade position of the company, this issue 
may be regarded as an excellent specula- 
tive investment at the current price. 
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A complete analysis of 


COLUMBIA. MOTORS 
CONTINENTAL MOTORS PAIGE-DETROIT 
FORD OF CANADA REO MOTOR CARS 
Will be sent on request. Ste Gory cemaaaied start ase of entivsly tented to 


on the Detroit Stock Exchange and represent the best 
companies in the automotive industry today 


LEE, GUSTIN @ CoO. 


Members Detroit Stock Exchonge 
DIME BANK BUILDING DETROIT 
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We specialize in— 


PHILIP MORRIS 

TOBACCO PRODUCTS EXPORT CORP. 
MENGEL BOX 

UNITED RETAIL CANDY 


We offer our services 


25 Broad Street 





orders on the New York 





UNITED PROFIT SHARING CORP. 
R. J. REYNOLDS TOBACCO CO. 
PORTO RICAN AMERICAN TOBACCO CO. 


for, the execution of 
Curb Market Exchange. 


No margin accounts accepted 


Bamberger, Loeb & Co. 


Members New York Curb Market Association 


New York 














tioned herein. 


Books That Aid the Investor 


HOSE interested in successful investing must first lay a sound founda- 
tion for a thorough understanding of 
Correct knowledge will make it possible to select investments wisely. 
Men who have spent their lives in the practice of finance and invest- 
ment have given to us the benefit of their experience in the books men- 
It is to meet the demand for practical, sound common sense 
literature on investment that these books have been published. 


THE MAGAZINE OF WALL STREET. 


the basic principles involved. 








1.—A. B. C. of Bond Buying. 
By G. C. Selden. 


How to buy bonds. Price, $2.10 


2.—“Investing for Profit.” 

By G. C. Selden. 
This book is full of sound, prac- 
tical common sense information 
imparting useful knowledge re- 
garding fundamentals. Price, $1.31. 


3.—“Financial Independence at 


By Victor de Villiers. 

What will your position be at that 
age? The book is a compre- 
hensive treatise on plans of invest- 
ing for both small and large in- 
vestors. Shows how to invest to 
get an income to protect you_and 
your family in old age. Cloth 
bound price, $2.10. Leather-bound, 
$4.10. 


4.—Studies in Tape Reading. 
Why the ticker tape is a better 
guide than the news or funda- 
mentals. The only book published 
on this subject. (Leather-bound, 
price, $3.10) 

5.—Fourteen Methods of Operating 

in the Stock Market. 

The rules and methods used by 
most successful traders and in- 
vestors. (Price, $1.31) 


6.—Psychology of the Stock Market. 
By G. C. Selden. 
A study of the science of the mar- 








Your Success as an Investor Depends on the Knowledge in These 


USE THIS ORDER FORM 
The Magazine of Wall Street, 42 Broadway, New York. 
Gentlemez.:—Please send me the following books, for which I enclose $............ssseeees 
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ket and its 
$1.31) 


7.—Practical Points on Stock Trading. 

By Scribner Browne. 
Stock trading for profits is indi- 
cated in a practical, common sense 
way. A book of special service to 
traders who watch the market, 
through the newspapers daily, but 
who have not the time to follow 
the tape or frequent brokerage 
houses. (Price, $2.10) 


8.—Scientific Stock Speculation. 

By Charles H. Dow. 
The famous “Dow Theory,” which 
has stood the test of time. Ex- 
planatory notes by G. C. Selden. 
(Price, $1.56) 

9.—Financial Statements Made Plain. 

By E. A. Saliers. 
A conservative book giving a solid 
foundation for the analysis of 
financial statements. (Price, $1.31) 


10.—What Every Investor Ought to 
Know. 
By Robert L. Smitley. 
A handy volume answering hun- 
dreds of questions on every form 
of investment. (Price, $1.31) 


11.—Tidal Swings of the Stock 
Market. 
By Scribner Browne. 
The Rise and Fall of the stock 
market as a whole is dependent on 
the certain general laws outlined 
in this book. (Price, $1.31) 
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THE RISE IN UTILITY BONDS 
(Continued from page 197.) 











securities which have shown consider- 
able appreciation may be quoted at the 
old level and then suddenly the dis- 
parity of values will be discovered and 
the price of the bond may go as much 
as six points in a week. 


Wider Fluctuations 


The mere fact that the holders of un- 
listed bonds are not so well informed 
as to the market value of their securi- 
ties tends to cause the price to fluctuate 
more widely than if the quotations were 
well known. However, the price of the 
unlisted bonds fotlows very closely their 
true worth, and .except in the case of a 
financial panic when it is impossible to 
sell any security for what it is really 
worth, unlisted bonds can always be 
sold for almost exactly what they are 
worth at any time. 

It is always advisable to place a cer- 
tain proportion of one’s funds in 
readily convertible securities such as 
Liberty Bonds, Treasury Certificates, 
Bank Acceptances, and also in bank 
deposits. But a relatively large part 
of the fixed capital which one reserves 
entirely for investments can well be 
placed in unlisted bonds, which, be- 
cause they do not have the same factor 
of convertibility, generally give a 
slightly higher return than the listed 
bond having the same safety of prin- 
cipal and interest. 


Nevada-California Electric Corporation 
lst Lien 6% Bonds, Due 1946 


This company was incorporated in 
Delaware in 191¢ and has the control 
and management of hydro-electric and 
steam plants having a capacity of over 
64,000 horse power and over 2,000 miles 
of transmission and distribution lines 
which serve some of the southern and 
eastern sections of California and some 
of the mining districts of Nevada, in- 
cluding those of Tonopah and Goldfield. 


The lst lien bonds were outstanding 
January 1, 1921, to the extent of $8,- 
593,000 and in ‘addition $2,250,000 were 
pledged to secure the 8% notes of the 
company. The Ist lien bonds are se- 
cured by the pledge of $12,152,000 of 
the bonds and $17,802,400 (99%) of the 
stock of the subsidiary companies. 

The earnings of the company for the 
last four years have been reported as 
shown in the attached table: (figures 
are shown in $1,000). 

The figures reported for September, 
1921, indicate that the margin of safety 
for the bonds is about the same as for 
September, 1920. The interest charges 
on the bonds appear to be quite well 
secured by earnings and with the bonds 





on a —— basis they seem to be rather 
attractive. 
Nevapa-CaLirornia Exectric Corporation 
(000 Omitted) 

1917 1918 1919 1920 
GeeGS ccascicece $1.997 $2,158 $2,584 $3,080 
Ge. SOCER. cccce 1,078 1,122 1,405 1,630 
DE. ccccesececs 121 118 204 222 
BE, Gite ocesees $957 $1,004 $1,201 $1,408 
Int. chges....... 549 635 685 716 
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UNLISTED UTILITY BOND INDEX 


GAS AND ELECTRIC COMPANIES 


Bronx Gas & Electric Co. First 5s, 1960 (a) .....--.ccccceeecceteeeeees 
Buffalo General Electric First 5s, 1989 (0) .......scsceeceeeececeetenees 
Canton Electric Co. First Ss, 1987 (b) .......cecccccccecevecsstteceeess 
Cleveland Electric Ill, Co, 5s, 1939 (b) .........cecccceeeceeeeeesecseees 
Cleveland Electric Ill. Co. Ts, 1985 (a) .....ccccccccccccccccccesseseces 
Denver Gas & Electric Co, First 5s, 1949 (c) .......cccccceecncecseess : 
Duquesne Light Co., Pittsburgh, 74s, 1936 (b) ... 2... cc cccececcnneneee 
Evansville Gas & Electric Co, First 5s, 1932 (a) .........ccseeceeneeeees 
Kansas Elec. Util. First Se, 1985 (0)... ..ccccccccccccsccccccccccsccces 
Kansas Gas & Electric 5s, 1922 (8) ......cccccccccccncccsunncesutteeeee 
EeGiemepetts Gas Go. Ge, BOER (a) 2... cccccccccccccccccccecccccvcccceses 
Los Angeles Gas & Electric Gen. 75, 1981. .... 2... ccs ccccnsccneeteneeee 
Louisville Gas & Elec, Ref. 7s, 1928 (0) .......cccccecccnscunecneettens 
Mevada-Cal. Electric First Ge, 1946 (C)......ccccccccccscscscccteccssees 
Oklahoma Gas & Electric Co. First & Ref. 7%s, 1941 (c) ........c0eeues 
Oklahoma Gas & Electric Co, First Mtge. 5s, 1929 (a) .........ceeencees 
Peoria Gas Electric 5s, 1928 (a) ......ccccecccrcccsencercevcccstenseess 
Rochester Gas & Electric Corp, Series B 7s, 1946 (b) ........cccceeneues 
San Diego Cons. Gas & Electrio First Mtge. 5s, 1939 (a) ...........006. 
San Diego Cons. Gas & Electric First Mtge. Ref. 6s, 1939............... 
Standard Gas & Electric Conv. S. F. 6s, 1926 (b) ........- 
Standard Gas & Electric Secured 74s, 1941 (0) ... 2... ccc ccccccneenevne 
Syracuse Gas Co, First 5s, 1946 (a) oe 
Twin-State Gas % Electric Ref. 58, 1958 (0)... 2... .cccccceccnceccteeee 





TRACTION COMPANIES 


Arkansas Valley Railway Light & Power First & Ref. 74s, 1981 (b).... 
American Light & Traction Notes 6s, 1925 (0) ..........ccecsccecceeeees 
Bloomington, Dec. & Champ. Ry. Co. First 5s, 1940 (a).........ceeecees 
Danville, Champ. & Decatur 5s, 1988 (a) .....-.ccccccccccccccnvectence 
Georgia Ry. & Power 5s, 1954 (b) .......ceecccccccncetececceeeeeeeees 
Kentucky Traction & Terminal 5s, 1951 (a) ..... 2... cceccccnccceccewencs 
Enezville Ry. & Tight Se, 1066 (B) .ncccccccccccccccscccscccsccesecces 


Milwaukee Light, Heat & Traction 5s, 1929 (a) ........0.ccccccuncccces 
Milwaukee Elec. Ry. & Light 7s, 1923 (c) .......-..eeeee0> secescoccese 
Milwaukee Elec. Ry. & Light 20 year 7%s, 1941 (b) ... 2... ccc cc ennes 
Monongahela Valley Traction Co. Gen. Mtge. 7s, 1928 (c)........eeee0+> 
re i 2 Oh Me GD naccccucéqeseseunesesenesesescescoueceeses 
Northern Ohio Trac. & Lt. Gs, 1926 (6) . 2.2.6. cccccccccccccnccececceees 
Northern Ohio Trac. & Light 6 Year Sec, 7s, 1926 (0) ...........06- cece 
Nashville Ry. & Light 5s, 1953 (9) ......-ccccwccccnccceccncceccccecees 
Portland Ry. Power & Light First Lien & Ref. Series ‘‘A”’ The, 1946 (0) 
ees. Ti, @ BAe Tiel, Ge, TEED Cie cc ccccccccccccccccteccccccccosece 
Tri-City Ry. & Light Ge, BGO (6) .nccccccccccccccccccccccccccccccccece 
United Light & Rys. Ref. 5s, 1982 (0) .......ceseecceccccctenceeeencece 
United Light & Rys. Notes 8s, 1980 (0) .......cccccccccccncctteneecees 


POWER COMPANIES 


Adirondack Power & Lt. Corp, First & Ref. Gold 6s, 1950..............- 
Adirondack Electric Power Co. First 5s, 1962 .........cccccccccsececens 
Bieees, Damen Ge. Diset Ga, TAGS Gad .cecccocccccccceseccocccecececcses 
Appalachian Power Co. First 58, 1941 (8) ........cccescceeecnennceeeens 
California Oregon Power Co. First & Ref. 7%s, Series A, 1941 (c)...... 
Central Maine Power Co, First & Gen. Mtge. 7s, Series A, 1941......... 
Central Maine Power Co. 5s, 1939 (a) .....ceccccccnccccceceeee Secccene 
Central Georgia Power First 58, 1988 (0) .........ccecsccccececetectens 
Columbus Power Co, (Georgia) First 5s, 1936 (a) .........cscccnceeenes 
Colorado Power Co. First 5a, 1953 (0) ..-....cccseccecceensceeenceeenes 
Consumers Power Co. (Mich.) 5s, 1986 (a) .. - 

Electric Dev. of Ontario Co. 5s, 1933 (b) ... 
Great Northern Power Co. First 5s, 1935 (a) .. 
Great Western Power Co. First & Ref. 7s, Series B, 1950 (a)...... 
Great Western Power Co, 5s, 1945 ( 

Hydraulic Power Co. First & Imp. 5s, 1951 (b) ... 1... cccceecnsencecces 
Bisheo Bower Go. Ge, BGT (GO) .n.cccccccccccccccccccsccccccs seeckesesess 
Kansas City Power & Lt. 8s, 1940 (0c) 
Kansas City Light & Power First 5s, 1944 (0) ..........ccceeveecceeeens 
Laurentide Power Co. First 5s, 1946 (b) 
Madison River Power Co. First 5a, 1985 ... 22... cc ccccccnccncnnenneenees 
Mississippi River Power Oo. First 5s, 1951 (©). .........ceceeceweseceeee 
Niagara Falls Power Co. First & Consolidation Mtg. 6s, 1950 tb). Gre 
Ghio Bower Vicst & Rel. Te, BSE (Go) .nccccccccccccccccccccccccscccsces 
Penn. Ohio Power & Lt. Notes 8s, 1980 (0).........ccccccccewetencnes ‘ 
Potomac Electric Power Gen. 65, 1923 (0) ..........cccceeceeceeetecees 
Puget Sound Power Co. First 5e,. 1988... 2.2.2... ccc cee wcwecncewencctuncs 
Salmon River Power First 5s, 1952 (c) 
Shawinigan Water & Power Co. First 58, 1984 (b)...........cccccccncee 
Southern Sierra Power Co. First 6s, 1986 (c) 

We Damen & TR, Wess Ge, Bees OD ccccccccccccccccccccccccccecccsces 
West Boum. Bower Wizst Fe, BGS (G@) ...cccccccccsesccccccccccccccseses 






TELEPHONE AND TELEGRAPH COMPANIES 


American Tel. & Tel. 3-Yoar Gs, 19823 (0)......esccccccecccceccnccceenes 
American Tel. & Tel. 5-Year Ge, 1924 (0)......c00.cceeccccccccseccessece 
ee Se, Ge, GE Gms Bed Dh, TEED Gio ccccccccccccccccccccecsccccccee 


Bell Tel. Co. of Pa. Ist potent ee 
Chesapeake & Potomac Tel. Va. Ist 5s, 1948 (c)........ inthensehote 
Home Tel. & Tel. Co. of Reties eh ff rrr 
Western Tel. & Tel. Co, Coll. Trust 5s, 1982 (b)............6 eee ceceee = 


5 
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Price 


100% 
100% 
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Siamese Twins 


rise. 


you. 





in bonds. 
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Finance 


NTEREST rates and 

bond prices are as 
closely related as the fam- 
ous Siamese Twins. From 
the beginning of the war 
until recently, 
rates rose. 
had to drop to a corres- 
ponding level. 
interest rates are going 
down so bond prices must 


interest 
Bond prices 


But now 


If you are awake to your 
opportunities, you will be on 
the lookout for good values 
The latest issue of 
“Bond Topics” is full of in- 
formation 


that will benefit 


Write Dept. M.G.-200 for a free 


copy. 


AbBickmoreé{h 
lil BROADWAY, N.Y. 

































BONDS 


Belgium 
Brazil 
China 
Denmark 
France 
Gt. Britain 
Holland 
Italy 
Japan 
Norway 
Sweden 
Switz. 


So. Amer. 





ie you are inter- 
ested in the 
Government and 
Municipal bonds 
of any of these 
countries, we shall 
be glad to send 
y ou _ information 
covering descrip- 
tion of security, 
interest and ma- 
turity dates, de- 
nominations and 
redemption val- 
ues, etc. 


Ask for Circular MW .A01 


HUTH & CO. 





30 Pine St., 


New York 
















































Holders of 
Low Priced 
Stocks 


E have pre- 

pared a special 
memorandum 
which should prove 
of interest to hol- 
ders of low-priced 
stocks with no 
present dividend 
prospects. 


A copy will be gladly mailed on 
request for M. W. 20 


NEWBURGER 
HENDERSON 
& LOEB 


Members ef New York end Philadelphia 
Stock Exchenges 


100 Broadway, New York 


Phone, Rector 7068 

























































Trustworthy 
Investment Service 


If you desire to purchase 
securities, you will do well 
to investigate the unusually 
complete service which we 
can place at your disposal. 
It includes facilities for pur- 
chasing Odd Lots of stock, 
Foreign Exchange and all 
listed or unlisted stocks and 
bonds. 










You can start investing 
with a small sum. We 
shall be glad to send you 
full information regarding 
the above. 











WRITE FOR BOOKLET M.W. 








(listo @ (HAPMAN 
Members New York Stock Exchange 
71 Broadway, New York City 






TRADE TENDENCIES 
(Continued from page 199.) 











production will be further curtailed until 
there is greater stability in demand, 

Export trade in textiles is not particu- 
larly good. This situation will probably 
continue for some time yet. Small buying 
in a humber of foreign countries has led 
to curtailment of stocks and the demand 
would now be greater were it not for the 
difficulty encountered in securing credit 
facilities. Improvement in this branch of 
our foreign trade as well as in others is 
dependent to a large degree on improve- 
ment in credit conditions. Should this 
situation be rectified there is no doubt that 
a considerable volume of business would 
spring up as the underlying demand abroad 
is very large. 

Jobbers have been disconcerted by the 
alternating character of the cotton mar- 
ket. When the latter market was on a 
low basis earlier in the year, the jobbing 
interests were able to do a very large 
business as their prices were low. With 
the advance in cotton, the jobbers had to 
raise their prices, which had an adverse 
effect on buying. Now with the decline 
in raw cotton, prices on cotton goods 
have again declined, upsetting the confi- 
dence of the trade in this market. 

Conditions in woolen manufacturing are 
not so favorable as several months ago. 
This is accounted for by high-priced cloth- 
ing and ladies’ garments. The still high 
prices have affected demand and a num- 
ber of manufacturers are forced into rela- 
tive idleness. The outlook is that woolen 
production will be further curtailed in 
succeeding weeks. 

Silk prices have advanced. Conditions in 
this industry are irregular. Where pro- 
duction of silk fabric is very small, fac- 
tories engaged in silk hosiery manufacture 
is still very good with a number of mills 
operating at capacity. 





MOTORS 











Downward Trend 


Present conditions among automobile 
manufacturing establishments are not as 
favorable as a few months ago. Demand 
has fallen off as a natural consequence of 
the season and with the exception of the 
more popular closed-body vehicles, practi- 
cally no types of cars are moving at what 
might be termed a satisfactory rate. Sev- 
eral of the more important and better 
established companies are operating at 75% 
which is about the highest figure for any 
automobile company, but the bulk of these 
companies are operating at 40-50% capa- 
city and the weaker companies are not 
even producing that much. Several have 
already ceased production. 





MISSOURI, KANSAS & TEXAS 
EMERGES 


(Continued from page 173.) 









































tected by earnings. The actual figures show 
total imterest charges—fixed and contingent 
—earned 1.22 times, compared with but 
1.07 times for Frisco. ut the revi 


THE MAGAZINE OF WALL STREET 


statement in Table 1V makes the contrast 

much sharper. Not only are the Katy 

charges now earned 1.41 times, but we see 
that Frisco actually fails to cover its full 
Income Bond interest. In other words, 
taking the twelve months ended Sept. 30 
as a criterion, St. Louis & San Francisco 
has been able to maintain full contingent 
interest payments only at the expense of 
the property. 

3. The M. K. & T. Adjustments 5s will be 
cumulative from Jan. 1, 1925, while the 
Frisco Incomes are permanently non-cumu- 
lative. During the next three years at least 
50% of the earnings available for interest on 
the Katy Adjustments must be paid to the 
bondholders. On the basis of the current 
returns, this would mean that the Adjust- 
ments must receive at least 4% the first 
year. It is eminently proper to give the 
directors considerable discretion as regards 
the portion of the earnings to be paid in 
adjustment interest; in fact one of the criti- 
cisms leveled against the Frisco reorganiza 
tion has been that the contingent interest 
has been gan * practically all the in 
come, leaving very little to be ploughed. into 
the property. 


At the present price of 42, these Katy 
Adjustment 5s would yield just 12% 
straight, provided interest were paid in 
full. Since current earnings exceed the 
requirements, and since the prospects are 
excellent for lower operating costs, these 
second mortgage bonds appear an attrac- 
tive speculative purchase. (This issue is 
convertible into the new 7% preferred 
stock, par for par, until 1932; but if this 
provision has any value, it must assuredly 
be remote.) 


M. K. & T. Preferred 

This security invites comparison, not 
with Frisco preferred (ef which only 
$7,500,000 is issued), but with Frisco com- 
mon, since both are selling about 23. 
While Katy new preferred is limited to 
7% (cumulative after Jan., 1928), at its 
present price it may be regarded virtually 
as a common issue, because for years to 
come it will doubtless absorb whatever 
dividends are paid. Katy preferred makes 
an incalculably better showing than Frisco 
common. The former earns a full $7 per 
share, against less than $1 for the latter 
Turning to the corrected maintenance fig- 
ures, we find that Katy’s earnings have 
risen to 12.89% on the preferred, while 
Frisco would report nothing available for 
either class of stock. When this signifi- 
cant exhibit is studied with reference also 
to Katy’s smaller funded debt, the wis- 
dom of switching from Frisco common 
into M. K. & T. 7% preferred becomes 
quite evident. 


The New Common 

Katy common starts its career with two 
peculiarities. In the first place it is given 
no par value,—the first of the larger rails 
to adopt this sensible arrangement. Sec- 
ondly, while the amount to be created is 
tentatively fixed in the reorganization 
plan, the right is reserved to reduce the 
allotments to the old stockholders, should 
any regulatory body so decree. Just why 
a Commission might want to restrict the 
number of no par value shares is hard to 
understand. A company cannot be over 
capitalized by dividing the stockholders’ 
equity into a larger number of parts. To 
prevent embarrassment to traders through 
any radical change in the number of new 
common shares to be issued, the New 
York Curb is now dealing also in Katy 
“Stubs,” which represent whatever amount 
of new common will eventually be given 
to the holder of one .share of old pre- 
ferred or common. 

Our tables show that while the actual 
figures for the Sept. 30 year leave practi- 


















cally nothing for the new common shares, a 
less liberal expenditure on maintenance 
would have resulted in a balance of over 
$1.80 per share, or 18% of the current 
price. Any low priced railroad stock 
which is not in danger of receivership may 
. be said to have good speculative possibili- 
ties. For every few years, with mechani- 
cal regularity, the “cheap rails are given 
a whirl,” which frequently means a, profit 
of 50% or more to the trader wise 
enough to unload in time. Katy com- 
mon, at 10, sells under the stocks of any 
of the larger reorganized properties, with 
the exception of Wabash. Not only for 
these reasons, but also because it may soon 
establish a respectable earning power of 
its own, M. K. & T. common may be 
recommended to those of speculative pro- 
clivities. 





THE TREND IN DENMARK 
(Continued from page 161.) 











August, we get the summary shown in 
Table II. 
The Bank Rate 

The National Bank rate which at the 
beginning of the fiscal year was 7 per 
cent., was reduced to 6% per cent. on May 
5, 1921, and further reduced on July 6 to 
6 per cent, These reductions took place 
at the same time, or nearly at the same 
time, as the reductions in the English, 
Swedish and Norwegian rates. The rates 
of these countries are now respectively 
5% per cent., 6 per cent., and 6% per cent. 

It is maintained now, just as it was 
during the war, that the influence of the 
Bank rate on industry is not as great now 
as it was formerly, the fluctuations in the 
rates of exchange and in prices being so 
great that the Bank rate became of sub- 
ordinate importance. When, on the other 
hand, industry was in a state of stagna- 
tion and the note circulation was declin- 
ing, there were no reasons for maintain- 
ing an abnormal Bank rate, and it was 
only necessary to maintain such a rate 
as would indicate that the Bank still in- 
tended to put a brake on too much free- 
dom in the granting of credits, while at 
the same time making the indispensable 
credit less burdensome than before. 





WHAT TO DO WITH PROFITS ON 
SHORT TERM BONDS 


(Continued from page 167.) 








preferred and common issues. The writer 
cannot resist the temptation to point out 
the fact that this preferred stock was 
recommended as a conservative investment 
when it was selling at about 31 and to 
quote the following from the article: 

“The new preferred is not speculative, 
but can be classed as a conservative in- 
vestment and at its present price it is de- 
cidedly out of line with other preferred 
stocks of like character. It is the writer’s 
opinion that judging the stock on its 
merits, it should be selling (even in the 
present market) at a price to yield not 
over 734%, and that when the investing 
public becomes thoroughly acquainted 
with its soundness it will sell at a price 
ten points or more above current quota- 
tions.” 


for DECEMBER 10, 1921 





a 





as 


CHICAGO, IIl. 
10 S. La Salle St. 


v 
ST. LOUIS, Mo. 
Boatmans Bank 
Bldg. 

v 
MINNEAPOLIS 
Minn. 
Security Bldg. 

v 
WILMINGTON 


Del. 
927 Market St. 


v 


WASHINGTON 
D. C. 
Union Trust Bldg. 


v 


JERSEY CITY 
N. J. 
586 Newark Ave. 


\ 
investment bankers 


need our co-operation 


Qualifying meritorious stock and 
bond issues under the Securities 
Laws of all states is an important 
feature of our ‘“Complete Service.”’ 
Also, we are called upon, from time 
to time, to place entire issues for 
distribution. We invite correspon- 
dence from investment bankers who 
need such aid in widening their 
service to the public. 


Booklet M 11 describes what we de 

in qualifying securities. Send for it. 
Corporation Maintenance 
and Service Company 

















WHITEHOUSE & CO. 
Established 
1828 


186 ReEMSEN Sr. 
Brooxiyn, N. Y. 


INVESTMENT SECURITIES 


Members of the 
New York Stock Exchange 


111 BROADWAY 
New Yorr 


Keyser Bupo. 
BaLtrmore, Mp. 









































$350,000 
City of Cisco, Texas 


6% Water Works and Funding 
Bonds 
Dated May 10, 1921. 


below 
Coupon bonds, denomination $1,000. 


Due serially as 


oe ar.d semi-annual interest pay- 
able ay and November, in New York 


City. 
MATURITIES 
$15,000 annually May 16, 1941, to May 10, 
1960, inclusive 
$50,000 May 10, 1961 
FINANCIAL STATEMENT 
Assessed Valuation of Tax- 


able Property ............. $16,000,000 
Total Debt (including this 
5 





RGR 000 
Sinking Fund and 
Water Debt ....$1,221,000 
“a. Debt (approximately 
eenaenensucenessceeesee 641,000 


These bonds ere a direct gereral obliga- 
tion of the entire city, payable by ad 
valorem taxes upon all the taxable prop- 
erty therein. The revenue from the 
sewer and water works systems is suffi- 
cient in itself to retire both the principal 
and interest on the bonds. 


Price 100 and interest, to yield 6% 


Legality approved by the Attorney-General 
of the State of Texas and by Messrs. 
Squire, Sanders & Dempsey. 


Descriptive Coe yn Requesting 


S BANDON. GORD oy 


Ground Floor, Singer Building 
89 Liberty St. New York City 


























Many people try hard to save, but 
only just get along—they merely 
“get by.” 

The Forman Plan shows you how 
to be financially independent. It 
enables you to make full interest on 
your money from the start and gives 
you a vivid incentive to save sys- 
tematically. 

“The True Story of Plain Tom 
Hodge” is a book worth reading. It 
will show you a new future and a 
new prosperity. 


Write today for FREE copy 
George M. Forman & Company 


Farm Mortgage Investments 
10SF West Monroe St. Chicago 
Thirty-six Years Without Loss to a Customer 














The .stock has recently sold as high as 
41%, fulfilling this prediction to the letter. 
Even at its present price the stock is an 
attractive purchase and should eventually 
sell considerably higher. 





General Motors 
7% Cumulative Debenture Stock 


d 











Motors has three classes of 
preferred stocks: the 6% preferred, 6% 
debenture and 7% debenture, The -three 
issues rank equally as to assets and divi- 
dends, but the 6% preferred is redeemable 
at 110, the 6% debenture at 115, and the 
7% debenture at 120. The higher call 
price is the reason for selecting the 7% 
debenture stock in preference to the other 
two. 

The company has no funded debt and 
the preferred and debenture issues are fol- 
lowed by 20,534,591 shares of no par value 
common stock, on which dividends are be- 
ing paid of $1 annually. Thus if the com- 
pany felt the need of conserving cash, it 
could immediately save over $20,000,000 a 
year by eliminating these common divi- 
dends. 

For 1920, General Motors earned its 
preferred and debenture dividends more 
than 6% times over. This was after de- 
ducting inventory depreciation of $18,502,- 
188, and reserve for “unforeseen contin- 
gencies” of $7,500,000. If these items had 
not been deducted, net earnings would 
have amounted to over $63,700,000, or 
more than 11 times preferred and deben- 
ture requirements. So far this year the 
company’s earnings have shown some cur- 
tailment, due to general unfavorable con- 
ditions, but even under these circumstances 
earnings for the 6 months to June 30, 1921, 
amounted to more than 3 times preferred 
and debenture dividends. 


General 





Famous Players-Lasky 
8% Cumulative Preferred 











This company has $9,650,000 8% cumu- 
lative preferred stock outstanding, fol- 
lowed by 208,403 shares of no par value 
common stock. The company has no 
funded debt. The preferred stock is pre- 
ferred as to assets, and as to 8% cumula- 
tive dividends, and a sinking fund of 3% 
of the amount outstanding is applied an- 
nually to its purchase or redemption at 
not over 120. 

The net income for 1920 amounted to 
$5,337,129, or just under 7 times preferred 
requirements of $772,000. Earnings for 
1921, in spite of talk to the contrary, have 
shown considerable improvement over last 
year, and for the 6 months to June 30, 
1921, net profits amounted to $3,077,949, 
compared with $2,204,570 for the first 6 
months of 1920. This is at the rate of 
approximately 8 times preferred dividend 
requirements for the period. 

The company’s latest balance sheet is 
dated December 31, 1920, and showed a 
sound financial condition, current assets 
amounting to over $24,000,000, against cur- 
rent liabilities of about $14,200,000. Total 
net assets, excluding good-will, amounted 
to $24,448,297, the equivalent of more than 


$253 per share of preferred. * 
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Meeting Fixed Charges 
With Bond Interest 


We have prepared a leaflet 


showing how to secure a 


monthly 


10 Year Price Range 
Of Bonds 


32 page Pamphlet—Sales— 
Prices — Yields — Highs and 


Lows, etc. 


Bond Terms Defined 


Full explanation of all types 
of bonds. 


income. 


Semi-Monthly Circular 
Listing Best Bond Buys, etc. 


To obtain your free copies, write 
on your business or personal 
Stationery. 


L. A. HUGHES & CO. 


Investments 


100 Broadway New York 











Man Wanted 


THE MaGazIne oF WALL 
STREET wishes to add to its 
staff a man with long experi- 





ence in handling inquiries, 
ability to analyze industrial, 
railroad, public utility and 


other corporation reports and 


a knowledge of stock and 
bond market technique. Ad- 
dress in confidence, stating 


past experience, references and 
salary required. No personal 
interviews will be granted 
unless preceded by written 
application. 


Address 


Business Manager, 


THE. MAGAZINE 
OF WALL STREET 
42 Broadway, New York City. 

































FAR EAST PROBLEM 
(Continued from page 158.) 











vator has to make over to his creditor a 
good portion of the products of his labor, 
kéeping barely sufficient to support him- 
self and his family. This being his normal 
condition, it is needless to imagine his dis- 
tress in times of drought and scarcity 
when even the usurer will not advance 
him any money.” 

Not long ago a government inquiry was 
made into agricultural, economic and finan- 
cial conditions in India. This report makes 
clear that peace has so multiplied the peo- 
ple that the great problem now is to pro- 
vide enough food for their subsistence; 
that the modern outlets of emigration and 
industrial development afford as yet little 
relief; that there are large tracts of land 
still awaiting population; and that “hold- 
ings already small are subdivided or sub- 
let at competition rents, while the supply 
of agricultural labor outruns the demand 
for it, and so keeps agricultural wages 
low. This is the great famine problem.” 

And we add: Here in outline is pre- 
sented the gist of the really important 
problems of the Far East. 


A Possible Solution 


While the nations in conference as- 
sembled are debating whether or not they 
will discard a few battleships and other 
useless war-making toys,—whether or not 
they will be led into another war because 
the East is rubbing shoulders against the 
West, the real problems which make for 
the welfare of the human race, I fear will 
receive too little consideration. 

War, indeed! There will be no more 
war. The people of the world are against 
it; the development of human intelligence 
has proscribed it forever. Taxation and 
unemployment make known most vividly 
that the financial burdens of the late war 
are still with us. In fact, the one living 
problem of East and West is that of 
finance. The security of capital invest- 
ments is the means for promoting eco- 
nomic expansion and international com- 
merce. 

Here, then, we come in touch with a 
possible solution of the Far East problem. 
It was outlined in the report of the gazet- 
teer of British India previously quoted. 
It applies to all the nations of the East. 

And the proffered solution is, first, 
that governments must set their house 
in order and be prepared to protect in- 
vested capital from seizure or destruc- 
tion. With this accomplished they will 
be ready to undertake constructive 
work which will give employment to 
labor and provide against the recur- 
rence of famine. The field of land ex- 
ploitation and agricultural production 
offers unbounded promises of national 
prosperity. The energies of govern- 
ments should be turned toward the pre- 
vention of floods and famines. Public 
works of this nature will require abun- 
dance of capital, and there will be no 
difficulty in procuring it from abroad if 
assurance can be given that it will be 
securely and profitably invested. 

In this aspect of the problem let us note 
that there will be need for improved agri- 

(Continued on page 7a) 
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Meridian Petroleum Bonds 


In Great Demand Among Conservative Investors 


HE steady earnings made by the MERIDIAN PETRO- 
LEUM CORPORATION during the recent period of de- 
pression in the oil industry, is a remarkable tribute to the ability 
of the management to operate profitably in times of unprece- 
dented conditions. 


With a greatly increased demand for both crude and refined oil 
at high prices, the business of the MERIDIAN PETROLEUM 
CORPORATION is in an unusually satisfactory condition. 


It is still time to secure small lots of the First Mortgage 8 Per 
Cent Serial Gold Bonds of this successful Corporation at par 


To Yield 8 Per Cent 


Orders should be mailed promptly 
or may be wired in at our expense 


HYNEY, EMERSON & COMPANY 


39 S. La Salle Street Chicago, Illinois 

















PROMPT SERVICE 


to Meet Your Foreign 
Exchange Needs 





To make rates and service available to you immediately 
KNAUTH, NACHOD & KUHNE 


has inaugurated a daily quotation service by telephone, tele- 
graph, or mail. 


Closing rates by mail! Opening rates by telephone each 
morning! Rates by telegraph to more distant points one or 
more times daily! 


Our telegraph code quotes ten currencies in a ten word 
message. Our service keeps you in closest touch with the 
market. 


Address Service Department. 


Knauth Nachod & Kuhne 


EQUITABLE BUILDING NEW YORK 
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TALK WITH INTERNATIONAL 
BANKER 
(Continued from page 153.) Ou r Wi res 


paper and boxes. Not until the goods Forecast 
were on his shelves and customers had 
taken some home and out of the boxes 

id the South American merchant discover The M ovements 
what he had bought. The committee gave 
a ‘heavy judgment for ; this merchant The buying and selling of securi- 
against the exporter. This —— Mr. en on the Mew York Stock Ba- 
Titus believes is no longer doing business, : , 

but it hurt other American business. — By ty eceias Oe 

Another thing to watch out for is to age , 

deliver installments of large contract — - = Tape . - — 
orders in a steady stream, not intermit- to sense the forces of supply an | 
tently. One American manufacturer had demand that regulate prices. Our 
an order calling for a certain amount of interpretation of the immediate 








Our Monthly 
Railroad Bulletin 


gives recent information on the 
railroad situation as well as 
statistical data regarded as 
necessary by shrewd railroad 
investors. In view of the re- 
cent move of some railroads to 
better their earnings, our latest 
bulletin should prove of espe- 
cial value. It will be sent 


FREE on request. 


The Partial 














































Payment Plan goods every month. When business got course of individual security | 
rushing in this country, he neglected the prices is offered in The Trend | 
of buying securities is recog- South American shipments for some Letter Trading Service. | 






months in order to supply his more lucra- 
tive domestic market. When the pressure ; 
of domestic business ebbed, he then shipped The Trend Letter Trading 
rapidly the total of goods which should Service 

have been shipped during the several 
previous months. In the meantime the 
operations of the Argentine manufacturer 


nized as being the most con- 
venient and helpful method of 
acquiring good dividend-paying 
securities on easy payments. 
We are equipped to execute 
orders for full or odd lots of 
stocks on Our Partial Payment 










Its business is to judge the best 
opportunities for profit as they 









Plan or on conservative margin. of course, had been interrupted for lack appear among the securities listed 

of material, causing him loss No. 1 through on the New York Stock Ex- 

Write for particulars overhead on an idle plant. When the lump change. It is the result of years 
shipment did arrive, he couldn’t handle it of practical experience. 





in his factory, he couldn’t store it, be- 
cause he didn’t have space enough, he 
couldn’t even pay for it, and even if he How It Operates 

wanted to store it, he wasn’t willing or The Trend Letter Trading Serv- 
perhaps able to tie up so much money in 
it, especially after his losses during the 
interruption. And, of course, for his own 
preservation, he had made other arrange- 





James M. Leopold & Co. 


Members New York Stock Exchange 
7 Wall Street New York 

















ice consists of telegraphic advices 
to buy or sell one or more securi- | 
ties when, in the opinion of the 











ments for material. He indignantly re- organization, particular stocks are 
fused to take the shipment. in a position to advance or de- 
cline. The basis of the advice is 
South America No! « Dumping Ground the supply and demand as record- 
: ed on the ticker tape. 
How can we :..° the attitude of too - 















many American factories which have been , ; 
Selected regarding South America as a dumping It is not a question of how 
ground? In order to make money in ex- much money you can make 
Stocks ports, a factory must have a continued on your own judgment, but 
export business every year, and every how much more we can help 
month. The proportions of export to you to make. 
The stock market now domestic business may rise and fall, but 
andoubtedly presents the export business should never vanish Send Us the Coupon and Full Par- 
-_ ance — or sink below a certain minimum sufficient ticulars Will Be Promptly 
“pe to maintain a steady stream of distribu- Sent to You 
We have just issued tion. The habits of foreign agencies, 
a Special Bulletin de- dealers and final consumers must be con- 






por, binapinae- wf tinual, otherwise, they will be forgotten. THE TREND LETTER 


To start habits, whether in first originat- 


potting = ing them or in resuming them, takes TRADING SERVICE 













upon request. money, just as starting an elevator takes 
much more energy than letting it rise. 42 Broadway New York 
If a company does not intend to keep up 
its export operations, then it is very diffi- 
E.W.Waégner & Co. cult to show any final profit. jeaa=etREE INQUIRY BLANK===44| 
ee _When the First Foreign Banking Asso- THE TREND LETTER TRADING 
MEW-YORK STOCK EXCHANGE ciation was formed, Mr. Titus fitted ex- SERVICE 
Saaaads Goaue ie tneae cellently into it and became its president, 
33 New Sr. 223" New Yorx resigning as a vice-president of the Na- 42 Broadway, New York 
Loca! 17 East 42ND ST. tional City Bank. Part of his present Gentlemen :—Please explain. in detail how 
26 COURT ST. BROOKLTN function is to be on the lookout for Amer- the Trend Letter Trading Service would 
—— ican manufacturers and exporters whose operate for me. 
208 South La Salle St., Chicago dealings he knows are good ones. He 












tries to guard the reputation of the bank 
























ne are , SN  unibdpeoukscdacndbecinebcaeseunumswabe 
association, individual American export- | 
crs, and American business men and for- 
eign business men in general. Exporters gy Jawerensassensenasesecsescecseceqel y 





must deal on a long term reputation. And 
foreign trade nowadays must be carried 
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m with long term notes. In fact the bank 
association was formed as a medium to 
arry trades on acceptance longer than the 
dinary commercial bank is equipped to 
iandle. The commercial bank must keep 
ts assets liquid, and confines notes and 
acceptances to 30 days, 60 days or at the 
nost 90 days. This means the commercial 
ank is geared for quick turn over. A 
savings bank is geared for a long turn 
»ver and is allowed to invest in real estate 
ind other fixed assets, which might have 
to be sold to realize value for the same 
iquid notes. Foreign business must be 
lone on notes or acceptances, but under 
resent conditions in most countries can- 
10t be done on 30 or 60 day basis. Ac- 
eptances up to a year are necessary. So 
for foreign business there was need for a 
vank geared to a medium pace somewhere 
vetween the commercial bank and the sav- 
ngs bank. 


A Good Time to Establish Export 
Business 


As a manager of such a bank Mr. Titus 
nust know the credit and the trade habits 
f the foreign importers who are to accept 
the notes for so far ahead, on the security 
»f goods which they are to sell; and he 
nust know likewise the credit of the ex- 
yorters who guarantee the payment for 
heir own merchandise in the unexpected 
ut contingent case of default by the im- 
vorter. 

People ask Mr. Titus whether this is a 
zood time to establish export business. 
‘Yes, if the exporter has plenty of money 
o make a permanent foundation, and is 
villing to look a long way ahead for his 
wrofits. Also he should have experience 
n export trade with other countries. In 
‘his case, it is an excellent time. 

“While we have been under full head 
vay for a year and are going very well, 
verhaps one of the reasons why we are 
loing so well is that we are turning down 
nore business than we are accepting,” 
says Mr. Titus. “Conservatism, steadi- 
1ess, and permanency are the watch words 
‘or building up American export business.” 





BENEFITING FROM LOWER COSTS 
(Continued from page 196.) 








»f around 83 they show an advance of 20 
points from the low of the year. The 
ist consolidated 6s due 1943 are a first 
ien on the property as it existed prior to 
1897. There are only $4,900,000 out- 
standing. This is a gilt edge security. 
Present price about 98. Chicago Gas 
Light & Coke Ist mortgage 5s due 1937 are 
a first lien on the property formerly 
»wned by the Chicago Gas Light & Coke 
~o. and are guaranteed principal and in- 
-erest by Peoples Gas. Outstanding 
$9,931,000. Price about 85. All these 
bond issues are listed on the New York 
Stock Exchange. 
Stock Attractive 

At present prices of about 58 Peoples 
3as stock looks attractive for the long 
oull. It is likely that dividends will be 
started early next year but, as the man- 
agement has expressed itself in favor 
of a small dividend rate, it is possible that 
at present prices the stock has fairly well 
discounted this action. 
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NON-CALLABLE BONDS 


With continued improvement in credit conditions 
advantage will probably be taken of the callable 
privilege attached to many bonds now outstanding. 


Non-callable bonds purchased at present prices 
assures prevailing high rates until maturity. 


We have selected a list of such high grade issues 
which will be forwarded upon request for circular 


W-53. 


HORNBLOWER & WEEKS 


42 Broadway, New York City 


Boston 
Providence 


Chicago 


Detroit 
Portland 


Established 1888 
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Foreign 
Exchange 
Explained 


Call, telephone or write. 
Ask for booklet MX12 


| 


PHILADELPHIA, PA. 








Ge 


PATERSON, N. J. 


A remarkable booklet ex eo 
in a simple and interesting wa 

the many varied phases o ox 
eign exchange. 


Much information will be 
eaned from: this pocket size 
booklet which will be of aid to 
present holders of foreign se- 
curities as well as prospective 
sers. 

The fourth (revised) edition is 
now ready and a limited number 
will be sent gratis to those in- 
terested. 


Ws H.McKenna & Co. 


25 Broadway NEW YORK 25 West 43d St. 
Bowling Green 1100 Murray Hi 9008 
221 S. 15th St. 119 Ellison St. 24 Fourth Ave. 


PITTSBURGH, PA. 
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A long term 


DEBENTURE 
| To Yield 8% 


Backed by assets aggre- 
gating many times total 
amount of debentures 
outstanding, and carry- 
ing a valuable conver- 
sion feature. 





Interest, which is paid 
monthly, quarterly or 
semi-annually, being 
earned six times. 


If desired, may be pur- 
chased on installments. 
Denominations from 
$100 up. 


Write for Circular D-18 


Henry L. Doherty 
& Company 


Bond Department 
60 Wall St., New York 














What’s 
Coming 


This Winter? 


Money rates —up or down? 
How about bonds—tax exempts 
and industrials? 


What’s ahead in the stock market? 


Babson's Reports 


Barometer Letter—“The Winter Outlook,” Y 














answers these questions and outlines fpmins 

developments in the investment wor 

With this information you can see what’ 's 
and govern yourself accordingly. 


REPORT ON REQUEST 
This Barometer Letter and booklet—“Gerting 
the Most from Your M. ” will be sent to 
interested investors without charge. Clip 
out the Memo—now—and hand it to your sec- 
retary when you dictate the morning’s mail. 


* Merely ask for Balletin No. M-57 
Roger W. Babs. Statistical Organizatio 
Wellesicy Hills 82, Mass. = 
On. 
The Largest Organtnntion of Its Character 
[cre — 


MEMO for your secretary 


Write Roger W. Babson, founder of the Bab 
Statistical Organization, 
bey mel Hills, 82, Mass. 

tollows: Please sen 
me Bulletin LS7 and 
let, “ ting the Most 
from Your Monev"’—gratis. 




















ADOLPH LEWISOHN DISCUSSES 
COPPER 


(Continued from page 149.) 











“Germany also needs foodstuffs,” con- 
tinued Mr. Lewisohn. “They claim they 
are underfed whereas it used to be the 
other way round, even the workmen were 
oyerfed. The people are all working in- 
dustriously I am informed. Factories are 
being operated and most lines of business 
are active. For the general good of 
all nations, that is the general economic 
welfare of the world, I believe the re- 
parations should be adjusted—more 
time should be given in which to make 
payments.” 


Mr. Lewisohn’s Views on Disarmament 


“The eyes of the world,” went on Mr. 
Lewisohn, “are turned toward Washing- 
ton. In this connection, and replying to 
your question as to whether present condi- 
tions justify the assumption that the coun- 
try can weather successfully another crisis 
or period of readjustment, I would say”— 
and his eyes twinkled—“wé are not going 
to have any more crises. We do not ex- 
pect to have any more war.” 

Then in serious tones as he turned to- 
ward the window and his gaze swept the 
magnificent panorama of river, harbor and 
distant horizon where a battleship and an 
ocean liner loomed in the offing, Mr. Lew- 
isohn said: 

“The fact that the nations have come 
together voluntarily and are amicably 
considering matters is a step in the 
right direction. I believe in the reduc- 
tion of armaments and especially the 
reduction of navies. The principal 
thing that has to be settled to prevent 
future wars and keep the different gov- 
ernments in their positions, is that these 
large armaments and navies should be 
reduced. 

“The first plan was that armaments 
should be stopped entirely. This is neither 
feasible nor practical. 

“As to the League of Nations, I prefer 
not to give an opinion. We will all find 
out very shortly how the present arrange- 
ment will work out. We are pretty certain 
to agree to some reduction not only of 
the navies but of the land forces as well. 

“It seems to me there is nothing more 
I can say on this subject just now,” added 
Mr. Lewisohn, with a whimsical smile. 
“I don’t suppose I am expected to settle 

all the troubles of the world in this 
article.” Taken by surprise by the naive 
question—disarmed by its seeming ingenu- 
ousness—my reportorial instincts failed for 
the moment and the last but by no means 
least important question might have re- 
mained unanswered but for Mr. Lewisohn’s 
characteristic leniency toward interviewers, 
born of long years of experience with 
members of the Fourth Estate. 

The question I wanted to ask was on 
the subject of investing money. I wanted 
to get this man, who can certainly be 
counted as one of our most successful 
investors, to give me his views on the 
science of investing, to have him give me 
some concrete advice, if possible, which I 
might relay to the many thousand investor- 
readers of THE MaGaziInE oF WALL 
STREET. 
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Fortunately, as I say, Mr. Lewisohn was 
lenient with me, and I found time to 
recover my breath and put the question 
to him. 

“What would you advise the average in- 
vestor to put his money into?” | asked. 
“I mean those who reckon their savings 
by hundreds, not thousands; also the new- 
comer who embarks upon his first venture 
in the world of finance, lured only too 
often by the offer ‘three shares of common 
given away with every preferred share 


purchased’.” 
“First of all,” Mr. Lewisohn said, 
promptly, “I would suggest United States 


Government bonds. Also State and Mu- 
nicipal bonds. Many of the sound under- 
takings are getting into a stronger position, 
and these, for the small investor, would 
be ‘good.’ Invest some money in bonds 
and the remainder in one of the industries.” 

Mr. Lewisohn is very strongly opposed 
to jeopardizing investments in the slightest 
degree. From what he said, I deduced 
that he considers an investment worth 
making an investment worth safeguarding, 
and not a thing to take chances with. 

“I would strongly advise against owing 
any money or borrowing money on one’s 
investments,” he declared emphatically. 
“If they are only paid for in part they 
might be wiped out. For the present, at 
least, I do not believe in the partial pay- 
ment system,” Mr. Lewisohn added; and 
I suppose his objections to this method 
spring from the fact that it involves pur- 
chasing more securities than the purchaser 
at once pays for. 

Mr. Lewisohn had a good word to say 
for real estate mortgages—a form of in- 
vestment, by the way, which has always 
been popular, but whose popularity has 
been much increased in recent years by the 
modern scheme of splitting up one mort- 
gage into several parts and selling those 
“parts” in the form of real estate mortgage 
bonds to a number of different investors. 

“First mortgages on improved real es- 
tate,” he said, “are good—if one has sur- 
plus funds to invest.” 


A Time for Caution 


The great copper man does not believe 
that this is a time for unbridled optimism 
and over-enthusiastic buying. “Notwith- 
standing the comparatively favorable out- 
look for business at the present,” he de- 
clared, “we are still in an unsettled state, 
and for the moment I think it is well to 
be cautious. While I have said that con- 
ditions may get better, I have no guaran- 
tee.” 

Foreign government bonds do not ap- 
peal to Mr. Lewisohn as preferable to 
domestic investments. “Foreign bonds I 
would not advise at all, even for larger 
investors,” he said. “Personally, I prefer 
American bonds. I would not go into 
foreign bonds; there is no benefit to be 
derived from trying to get a little more 
interest. We are sure of United States 
bonds; why put money into others?” 


Two Rules 


Mr. Lewisohn’s views on investments 
made at this time, he summed up in the 
following two trenchant rules: 

(1) Don’t owe money on your stocks; 
don’t borrow on them. 

(2) Be over-cautious rather than take 
chances. 
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How to Make Money 
Make More Money 


A FREE booklet easily worth $10 or more to 
any one having money to invest, or who has 
it already invested—if only 


It shows you the REAL 
earning wer of money 
and makes clear how 
small sums, well in- 
invested, grow into FOR- 
TUNES. 





It reveals how wealthy 
financiers handle their 
money and shows how 
YOU can safely make 
similar profits. 


It lays before you ar 
easily acquired ETH- 
' OD OF MASTERING 
E OF 


THE SCIENC 
HANDLING MONEY. 
Simply ask for FREE Booklet MW-D10 
American Institute of Finance 
15 Beacon Street Boston, Mass. 








Automatically sorts and 
routes mail, memos, of- 
ders, etc., for all to whom 
mail is distributed. It 
holds reference papers out 
of way but immediately at 
hand when needed. 

A Steel Sectional Device 

Add new compartments 
as required. Sections $1.20 
each, Five-compartment 
Kleradesk_ illustrated be- 
low only $7.20. Write for 

ree, instructive, illus- 
trated folder, “How to Get 
Greater Desk Eificiency.” 

Ross-Gould Co. (4) 

323 N. 10th—St. Louis 
New York 
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Oil Stocks 


Crude oil prices have advanced. 
Great earnings for all companies are 
practically inevitable. 


Larger equities should be built up 
behind all shares and increased divi- 
dends may be expected. 
Enhancement in oil stock prices ir.- 
variably follow such developments. 
To help you in the selection of your 
purchases we will send gratis a copy 
of our 


“INDEPENDENT OILS” 


a book in which are analyzed over 
75 leading companies—full of vital 
information in condensed under- 
standable form. 


Copy sent on request for MW2 


SPENCERS (a 


MEMBERS CONSOLIDATED STOCK EXCHANGE OF NY 


* STOCKS & BONDS °* 
50 BROAD STREET. NEW YORK 


UPTOWN OFFICE, 126-30 East 58th St. 
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OIL INDUSTRY IN STRONG 
POSITION 
(Continued from page 189) 











ests, and probably some other producers in 
the Mexia field, an outlet for their crude. 
Mexia now produces about 40,000 barrels 
a day. The next sixty days will probably 
see a daily production of 100,000 barrels. 





Cosden-Atlantic Petroleum.—Through 
the merger with the Atlantic Petro- 
leum Company, Cosden increased its 
crude productions in high grade gasoline 
crude by 3,500 barrels a day, and got con- 
trol of about 3,000 acres of producing and 
3,300 acres of very promising undeveloped 
property in Oklahoma, Kansas and Texas, 
besides three casing head plants. This 
additional production will help Cosden 
to operate the modern 30,000 bbl. re- 
finery in Tulsa at full capacity and ful- 
fill the large gasoline contract for 60 
million gallons for 1922. 





Royal Dutch-Union of Delaware 

The largest one of the recent mergers 
is that of the Royal Dutch Shell and Union 
of Delaware, which makes the Dutch- 
English concern the greatest foreign com- 
petitor of the Standard Oil. 

This combination is interesting from 
two points of view: It is a well planned 
diplomatic and political step of the foreign 
corporation to extend its interests in the 
United States and to place them under an 
American corporation. The American 
public was aroused some time ago by 
speeches of Sir Edgar Mackey and re- 
cently of Mr. A. Beeby Thompson, dealing 
with the final supremacy of Great Britain 
over the United States in oil production. 
The exchange of notes between our State 
Department and the British Government 
about the admission of American capital 
on equal footing with British interests to 
the oil fields of Mesopotamia, and our 
request to the Netherlands to admit the 
Standard Oil in East India created quite 
a little bitter feeling between foreign oil 
interests and interests in the United States. 

A practical all-American directorate of 
the new organization apparently is intend- 
ed to overcome this hard feeling, and to 
give Royal Dutch a strong footing in the 
United States. The commercial impor- 
tance of this merger is the combination of 
large capital, oil production, refining and 
pipeline capacity. The Shell combine’s 
capital will float the indebtedness of the 
Union Oil Company. Their Ozark pipe- 
line system will carry the 8.000 barrels 
daily production of the Union in addition 
to the 11,000 barrels the Shell’s subsidiary 
in the Mid-continent, the Roxana Petro- 
leum Company, owns already. Quite re- 
cently this concern acquired also some 
other valuable production in the Osage and 
Burbank pool and will be able to operate 
pipelines and refineries at full capacity. 

The holdings of the Delaware company 
in the Union Oil of California will in- 
crease the supply of crude of the Royal 
Dutch Shell in California to 20,000 barrels. 

All these facts indicate a general re- 
vival in the oil business. The outlook is 
good for crude, fuel and all finished prod- 
ucts. Producer, refiner and jobber, and 
naturally, also, the cautious investor, 
will participate in the future prosperity. 
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Let us tell you something about 
the investment opportunity of- 
fered by the 8% Preferred 
Participating Stock of a Com- 
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stantial bonus of Common. 











Full and prompt service on all Cane- 
dian investment matters to United 
States enquirers. 


Graham Sanson (a 


LIMITED 
INVESTMENT BANKERS 
TORONTO, CANADA 








Quick Corporation 
Financing 
By FINANCING SPECIALISTS 


Complete financing campaigns and 
forceful sales literature for indus- 
trials or any enterprises needing cap- 
ital, assured by our services. Spe- 
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“TIDAL SWINGS 


of the 


STOCK MARKET” 


A 113 page cloth-bound 
book, brimful with prac- 
tical information on the 
swings and cycles of 
stock market prices. 


Contains a complete, 
illustrated chart, show- 
ing swings of the stock 
market for 16 years. 


Complimentary copy 
furnished while limited 
supply lasts. 


Ask for M.W. 173. 


MOSHER&;WALLACE 


Stocks - Bonds- Qrain ain an’ 
Sirwerns naw NEW YORK, PRODUCE ERCHAMCEE 


33 3 BROADWAY | 3 E. 4209 St. 
PHONE: WHITEHALL 1140 | PHONE: VANDERBILT 10250 








PERSONAL FINANCE RECORD 


“Holds at your finger tips, data required 
in filling out Income Tax Reports” 
Contains 13 practical forms for keeping a 
record of your investments, property, insur- 
ance, salary and all income. Supplies Income 
Tax report data. 














The only ‘com te book of its kind; the 


only loose leaf book for the purpose. All 
coaeper goes with pocket; red leather tabs; 


MADE IN TWO SIZES 


eee ee eeeeeeee 


Examine $My Finances$. You'll want one. 
Order on approval or send prepaid orders to 


Special Purpose Book Co. 


217 Fulton Street 


New York 














216 





MARKET STATISTICS 

















N. Y. Times 

N.Y.Times Dow, Jones Avgs. -—50Stocks——~ 

40 Bonds 20Indus. 20Rails High Low Sales 
Monday, Nov. 21 ....... 74.76 76.69 74.36 67.24 66.44 750,727 
Tuesday, Nov. 22....... 75.14 76.21 74.20 67.14 66.28 674,070 
Wednesday, Nov. 23.... 75.50 76.34 74.10 66.93 66.26 647,533 
Thursday, Nov. 24...... HOLIDAY 
Friday, Nov. 25......... 75.90 77.31 75.17 67.67 66.51 711,119 
Saturday, Nov. 26....... 76.23 77.85 75.60 68.37 67.59 442,515 
Monday, Nov. 28........ 76.27 78.01 76.06 69.31 68.15 874,126 
Tuesday, Nov. 29.. .. 76.31 77.76 76.66 68.88 67.68 808,875 
Wednesday, Nov. 30..... 76.07 77.30 76.33 68.16 67.04 757,410 
Thursday, Dec. 1.. . 75.99 78.12 76.22 68.41 67.33 610,236 
> —"S) See 75.92 78.73 75.50 68.87 67.68 804,509 
Saturday, Dec. 3........ 75.86 79.00 75.50 68.50 67.87 378,455 
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Stock Dividend Outlook 
for Standard Oils 


The Standard Oil subsidiaries, siace their 
segregation from the Standard Oil Company of 
New Jersey, have established a remarkable 
record for periodical distribution to stock- 
holders of accumulated profits, in the form of 
big stock dividends. in fact, at the present time 
there are eleven of the subsidiary Companies 
which have accumulated sufficient surpluses to 
justify distribution of stock dividends ranging 
from 100% to 1,000%, these companies being 
dealt with in detail in our bi-weekly publication 


“Income Building” 


This publication, which ts devoted to the 
discussion of developments in railroad, indus- 
trlal and oll corporations, with special refer- 
ence to those companies in whose securities 
funds may be profitably invested, will be seat 
without obligation, including booklet giving a 
convenient method of buying the Standard Oils. 
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Ask for MW-6 


ROGERS & SULLIVAN 
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46 Cedar Street. New York 
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Offer great money-making 
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is required, as the risk is 
limited to their first cost. 





Investigate the ad van- 
tages of this valuable 
method of stock trading. 
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ment margin; their insur- 
ance value, and other im- 
portant features will be 
sent free upon request. 


Write us for quotations. 
We can always offer the 
most attractive contracts 
for either large amount of 
stock or odd lots. 
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BUCKET SHOPS 


(Continued from page 155.) 








quire personal treatment but are not with- 
in easy reach of the regular traveling rep- 
resentatives, who usually cover the terri- 
tory in which the advertising campaign is 
being conducted. 

The office producers also work the sub- 
urban territory by telephone and serve as 
entertainers of those clients who visit the 
offices. When they operate over the tel- 
ephone they use, as a rule, only “cold 
turkey,” leaving the bang-up phone artists 
to handle the long-distance direct leads. 

The visitor to the office, however, will 
not meet these real telephone pro- 
ducers. Generally they occupy  al- 
most bare rooms off to the rear, 
possibly on another floor, or even 
in another building. One or two 
New York City bucket shops recently 
have established their telephone producers 
in distant parts of the city, in order that 
no possible chance will throw the visiting 
client in touch or hearing of the building 
up and cleaning department of the busi- 
ness. 

Traveling producers devote most of their 
time to the most important customers, men 
at the head of big industrial plants and 
professional men forming the two most 
profitable groups for these producers. 
Somehow it flatters vanity and lulls sus- 
picion when a prosperous appearing, in- 
telligent representative of a brokerage firm 
goes ten miles out of his way just to see 
Mr. Soandso and lay defore him the facili- 
ties and services the firm has to offer. 
The traveling producer always happens to 
have been just in the next town and to 
have been requested by the “executive 
offices” to make this call. 


Two Out of Three Pay 


It is a poor traveling producer who 
fails to come away with a check from 
two out of three prospects he calls upon 
—that is, the direct prospects. The travel- 
ing producer is not averse to calling upon 
cold turkey, either. And as he is well up 
in his subject, can talk well and enter- 
tainingly of the stock market, industrial 
and financial conditions, the various fac- 
tors entering into the current economic 
situation and the influences at work at 
home and abroad, he is usually welcomed 
on his second and subsequent visits. 

For the position of traveling producer 
no “dub” need apply. He must be a man 
who can hold his end up in conversation 
or debate with the average banker, ama- 
teur economist, manufacturer or profes- 
sional man. He is of entirely different 
type from the telephone producer, who is 
merely a rapid.talking confidence man who 
knows how to hustle the prospect to and 
through the sign-on-the-dotted-line stage. 
But your traveling producer registers on 
the eye as well as on the ear and while 
he may sing the same air of “Profits, 
Quick Profits,” the words and the tempo 
are classic—not jazz. Not infrequently 
the unsuspecting victim, in the period be- 
tween his initial commitments and before 
he is started to “the cleaner,” takes the 
traveling producer to his home and proudly 
presents him at his club.after dinner as 
“my New York broker.” As a result “my 
New York broker” lands two or three new 
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The investment status 
of this railroad—one of 
the most important in 
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tation system—analyzed, 
its future outlook, finan- 
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Anaconda 


World’s premier pro- 
ducer of copper, an im- 
portant factor in silver 
output and a manufac- 
turer of a long and var- 
ied line of products. 


Special report analyzing 
and reviewing com- 
pany’s earnings, financial 
position, dividend rec- 
ord, etc., together with 
book value and market 
highs and lows of shares, 
mailed free on request. 
Also timely information 
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PUTS & CALLS 


If stock market traders un- 
derstood the advantage derived 
from the use of PUTS & 
CALLS, they would familiar- 
ize themselves with their op- 
eration. 


PUTS & CALLS place a 
buyer of them in position to 
take advantage of unforeseen 
happenings. 


The risk is limited to the cost 
of the Put or Call. 
















Explanatory booklet 14 sent upon 
request. Correspondence Invited. 


GEO. W. BUTLER 
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Guaranteed by Members of 
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fish, for with such an introduction it is 
fairly easy to make a clean-up next morn- 
ing. 

Usually only four or five cities are made 
by the traveling salesman, but his itin- 
erary changes frequently. Two or three 
“cleaned” clients in one community are 
enough to warrant a shift to new and 
greener pastures. Those customers who 
remain on the books are handled by tel- 
ephone thereafter until they are bled white, 
or are induced to “transfer” the account 
to another illicit brokerage concern backed 
by the same bucket shop gang. 





(This is the third of a series of articles 
on “Bucket Shop and the Remedy for 
Them.” Article IV will appear in. an 
early issue.) 





WHY FOREIGN EXCHANGE CON- 
FERENCE IS PROPOSED 
(Continued from page 161.) 








restoration of sound banking relationships 
abroad. In this point of view, a discussion 
of foreign exchange situations assumes a 
very broad scope, taking in as it does 
both questions of production, trade and 
public finance. 


The Reparations Muddle 


Probably the United States would have 
been more inclined to take up the question 
vigorously if it had not been for the idea 
that we might become enmeshed in the 
reparations discussion. The present Ad- 
ministration has steadily refused to pass 
upon the amount of reparations to be 
paid by Germany or the conditions under 
which they were to be paid. It has taken 
the view that it should consent to nothing 
that would result in our either undertaking 
to furnish money for reparation or con- 
sent to accept the obligations of Germany 
in liquidation of our debt claim against 
other countries. Now that the Treaty 
with Germany has been signed, the situa- 
tion is a little easier diplomatically but 
there is still a very strong feeling general- 
ly that anything we do in the way of dis- 
cussion we had better do on reparations. 

On the other hand, it is the view of 
French authorities that the reparations 
muddle can not be cleared up without the 
assistance of the United States, while there 
is a growing number of Americans in 
public life who reluctantly admit that the 
restoration of normal trade conditions be- 
tween Germany and the rest of the world 
is essential to the clearing up of post war 
conditions while they also assert that unless 
this can be done at an early date, Ameri- 
can trade will suffer particularly. This 
has led them to the thought that perhaps 
after all the United States might to ad- 
vantage take some part in the discussion 
of the reparations terms: Certainly some 
of these terms would almost necessarily 
figure in the economic conference of the 
kind referred to. 

All in all, conditions are reaching a 
point at which early international con- 
sideration of debt, exchange and taxa- 
tion is practically admitted to be un- 
avoidable unless we are willing to see 
the trade continue on a depressed basis 
with continued intensification of exist- 
ing difficulties. 
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Month by Month 


Lack of available funds 
should not prevent the dis- 
criminating investor from se- 
curing sound. securities at 
present levels. 


Only a moderate initial 
payment is necessary under 
our Partial Payment Plan; 
the balance is payable in a 
convenient number of small 
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An interesting booklet de- 
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greater advantages than any 
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upon request. 
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A Billion 
Dollars in 
Dividends 


More than one billion 
dollars has been paid in 
cash dividends by Stand- 
ard Oil companies, $900,- 
000,000 of it since 1911. 
In view of the strong up- 
ward trend of Standard 
Oil shares, we have com- 
piled a brief survey of 
nine established divi- 
dend-paying Standard 
Oils which at $30 to $170 
a share yield from 9 to 
11%. The future for 
these companies seems 
more brilliant than their 
prosperous past. 


Ask for No. M.W.-46. 
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THE SOLUTION OF THE FAR EAST 
PROBLEM 
(Continued from page 211) 








cultural conditions to increase the supply 
of food and raw materials for manufac- 
tures, need for the afforestation of lands, 
the building of levees, reservoirs, roads 
and bridges. There are countless peaceful 
ways in which national financial and eco- 
nomic energies may be expended for the 
common welfare. But the spirit of Warren 
Hastings and other commercial freebooters 
of the original East India Company to 
become wealthy by unrighteous exploita- 
tion must cease. That spirit has too long 
continued in the control of India, of 
China, and of other Far Eastern countries. 
The welfare of these people, the peace of 
the world, the preservation of civilization 
—these are the issues at stake. 

Let the nations in conference assembled 
plan for the rehabilitation of eastern eco- 
nomic and financial life by mutual sacrifice 
and service. Herein lies the solution— 
possibly the only solution—of the Far 
East problem. Indeed, it offers the prom- 
ise of peace and prosperity for the whole 
civilized world. 
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WHEN A MAN’S HIS OWN LAWYER 


He Has a Fool for a Client 


That’s how a friend of mine answered me when 
I started to tell him how badly I had fared 
in the security markets. Then, he explained:— 


“If I had followed my own ideas and judgment, 
Bob, I'd be as badly off today as you are. 


“TI had a bitter lesson, but I learned it. Gilt-edged 
securities—as I thought them—turned out to be 
only pretty certificates. And I frequently watched 
the amazing advances and increased values of 
stocks and bonds I had despised. Then when I 
finally put capital into these issues they developed 
weakness and I would watch them steadily sink 
back into the depths. 


“At last it dawned on me that my own manufac- 
turing business took so much of my real self that 
the occasional thought I put on securities was 
worse than a waste of time for it took me out of 
my own business atmosphere. 


“I had been my own lawyer too long. I now sought 
expert advice and counsel. I found it. I acted upon 
it. As a result my trading and investment, under 
expert guidance, pay me as well as my own business? 


“Follow my lead, Bob. Get back your grip. Sub- 
scribe today to the Investment and Business serv- 
ice of the Magazine of Wall Street.” 

And that’s how I came to apply science to 


my investments and trading and began mak- 
ing profits out of my security commitments. 


SPECIAL THREE MONTHS’ OFFER $30.00 


Follow the advices and recommendations of THE INVESTMENT 
AND BUSINESS SERVICE of The Magazine of Wall Street. Study 
its eight-page Service Report every week—heed its cautions—buy and 
sell according to its judgment not merely as set forth in the regular 
weekly reports, but in the special reports sent out between times when 
changes in the trend or other 
important developments occur. 
Sent by wire if you request. 

You will also be able to repair 
the mistakes of the past—work 
yourself out of the morass of un- 
profitable speculation or invest- 
ment. Your particular investment 
problems will be solved, for a 
part of the individual service to 
subscribers is a complete analysis 
of your holdings and of those you 
may contemplate buying. Send in 
your first list of questions with 
your subscription. The cost is 
$100 a year, but we want you to 
test it for three months—at $30. 


= <4 
Ss Our experience is that the three- 
2s, months trial client renews for a 


year when his test subscription 
runs out. 


Mail the Coupon Today 


The Investment and Business Service of 
THE MAGAZINE OF WALL STREET, 
42 Broadway, New York City. 
Gentlemen: Enclosed find my check for { 4 } 


: : an entire year — . 
Service, to be sent me once a week for i. three ke & beginning with the next 


issue. 


for your Investment and Business 
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ROBERTS, HISCOX & £0. ings will find it helpful to read Packard Motor Car Company 
2 So. La Salle St. this new pamphlet, issued by a Preferred Stock 


well known dealer in First Mort- The 49th quarterly dividend of one and three- 


gage Real Estate Bonds. (171) am pe cent (1% %) on me Pestessed Cagis! 
SIXTY YEARS OF SAFETY Board “of Stresteon, pageants Besumber 15 "1921 
STOCKHOLDERS LISTS A folder on BONDS, explain- to the holders of the Preferred Stock of record at 
for Investment Bankers & Brokers ing why they offer the best op- ee, See a 
in Over Two Thousand Corporations portunities for safe and profit- FREDERICK R. ROBINSON 
Write for catalog able investment. (172) Secretary and Treasurer 


BOND TERMS DEFINED Detroit, Michigan, November 30, 1921. 
ber ag It is important that the buyer 
116 Broad S er: New York City know just what security is back PACIFIC OIL COMPANY 
Tel. Bowling Green 8811-8812 of his bond. This booklet de- DIVIDEND NO. 2 


scribes the leading types of cor- 
4 3) A DIVIDEND of one dollar and fifty sents 


poration bonds. x. . : 
Organisation Investigation Seles MEETING FIXED CHARGES WITH | Company, has been declared payable at the ‘Tree 
Development Production Profits BOND INTEREST ners Office, No. 165 Broadway, New York, N 
1 : “How Jim Blake Solved His -, on January 20, 1922, to stockholders of record 
ndus trial ° at three o’clock P. M., Tuesday, December 20 
Consulti —_ P Expense Problems” 1S the name 1921. The stock transfer books will not be closed 
onomis of this extremely interesting for the payment of this dividend. Cheques wil! 


Ww. J. SPENCER booklet. Every investor should be mailed only to stockholders who have filed 


dividend orders. 
410-416 Bond Bidg., Washington, D. C. have a copy. (174) HUGH NBILL, Treasurer 
New York. November 17, 1921. 
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